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Federated  Profile 


ederated  Department  Stores,  Inc.,  with  corporate  offices  in  Cincinnati 
and  New  York,  is  the  nations  leading  operator  of  premier  department 
stores,  with  more  than  400  department  stores  and  150  specialty  locations 
in  36  states.  Federated’s  department  stores  will  operate  in  1996  under 
the  names  of  Bloomingdale  s,  The  Bon  Marche,  Burdines,  Goldsmiths, 
Lazarus,  Macys  East,  Macys  West,  Rich’s  and  Sterns.  Federated 
also  operates  Aeropostale  and  Charter  Club  specialty  stores,  and  the 
Bloomingdale’s  by  Mail,  Ltd.  national  catalog.  Each  Federated  department 
store  division  is  well-established  in  its  operating  areas,  and  has  historical 
ties  to  its  communities  stretching  back  into  the  last  century.  Federated’s 
corporate  structure  capitalizes  on  the  strengths  of  these  divisions  while 
bringing  new  dimensions  of  operating  efficiencies,  financial  leverage  and 
strategic  growth  opportunities  to  the  company’s  operations. 
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1995  Financial  Highlights 


1993  . 

1994 

1995 

1995  Analytical 
Rtslli’S  o.xu,.n  . 

Net  Sales 

$7,229  billion 

$8,316  billion 

$15,049  billion 

$13,998  billion 

Operating  Income 

$  532  million 

$  550  million 

$ 

663  million 

$  995  million 

%  of  sales 

7.4% 

6.6% 

4.4% 

7.1% 

EBITDA  (Niw*  t) 

$  762  million 

$  921  million 

$  1,479  million 

$  1,470  million 

%  of  sales 

10.5% 

11.1% 

9.8% 

10.5% 

Net  Income  (N<«  sj 

Excluding  unusual  and 
extraordinary  items 

$  197  million 

$  239  million 

$ 

269  million 

$  333  million 

Including  unusual  and 
extraordinary  items 

$  193  million 

$  188  million 

$ 

75  million 

$  333  million 

Earnings  Per  Share  (\Tb«  3) 

Excluding  unusual  and 
extraordinary  items 

$  1 .56 

$  1.80 

$  1.40 

$  1.82 

Including  unusual  and 
extraordinary  items 

$  1.53 

$  1.41 

$  .39 

$  1.82 

(1)  .  EBITDA  represents  earnings  before  interest,  taxes,  deprecation,  amortization,  business  integration  and  consolidation  expenses,  and  line  charitable  contribution  to  tire  Federated 

Department  Stoics  Foundation,  EBITDA  for  1 994,  including  Wlacy's  for  the  full  year,  would  have  been  $1 ,299  million  or  9.5%  of  sales. 

(2)  Unusual  items  represent  business  integration  and  consolidation  expenses  in  1994  and  1995,  and  the  charitable  contribution  to  tire  Federated  Department  Stores  Foundation 
in  1995, 

(3)  Hie  analytical  results  in  tils  column  depict  Federated’s  r  esults  exi1X:r,s.  the  impact  of  business  integration  and  consolidation  expenses,  the  impact  of  the  chat  table  contribution 
to  the  Federated  Department  Stores.  Foundation,  and  the  impact  ot  the  Broadway  Stores,  Inc.  acquisition  on  Federated's  consolidated  operations,  interest  expense  and  per  share 
earnings.  Such  results  aie  presented  as  supplemental  information  only  and  do  not  constitute  a  presentation  in  accordance  with  generally  accepted  accounting  principles.  They 
afeo  ate  not  necessauly  indicative  of  Federated 's  future  results  of  operations  and  should  be  read  in  conjunction  with  the  Company’s  consolidated  financial  statements  and  notes 
contained  in  the  Form  10-K  that  con  be  found  in  file  back  pockel  of  this  report. 


(’See  Notes  tp  Financial  Highlights.) 
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Federated  at  a  Glance 


Headquarters  Principals  Annual  Sales  Stores/States  Future  New  Stores 


1 


bloDmlngdales 

Michael  Gould,  Chairman 

Jeffrey  Sherman,  President 

1995  Sales:  $1,295  million* 
1994  Sales:  $1,192  million* 

-Exdudes  safes  of  Btoomlngdale’s  by  Mall 
catalog 

HQ:  NEW  YORK,  NY 

17  stores  in  Florida,  Iliinois, 
Maryland,  Massachusetts, 

Minnesota,  New  Jersey,  New 

York,  Pennsylvania  and  Virginia 

Los  Angeles,  CA  (2)  1996-97; 

Newport  Beadr,CA  1996;  Pak) 

Alto,  CA  1996;  Shaman  Oaks,  CA 

1996;  Aventura,  a  1997  and 

Huntington,  NY  1997 

Z/MO«  MARCH/ 

Thomas  P.  Harviiie,  chaitman 

Ira  S.  Pidcell,  President 

1995  Saies:  $897  million 
1994  Sales:  $873  miiiion 

HQ:  SEATTLE,  WA 

41  stores  in  idaho,  Montana, 

Oregon,  Washington  and 

Wyoming 

Kalispeii,  MT 1997; 

Wenatchee,  WA  1997 

Rurdines 

^  THE  ftO«l  DA  STOSS* 

Howard  Socol,  Chairman 

Michael  J.  Osborn,  President 

J.  David  Schelner,  Vice  Chairman 

1995  Sales:  $1,332  mililon 
1994  Sales:  $1,259  miiiion 

HQ:  MIAMI,  FL 

47  stores  in  Florida 

Vero  Beach,  FL  1996 

macy*s  « 

Harold  D.  Kahn,  chairman 

James  E.  Gray,  President 

David  Suiiteanu,  vice  chairman 

1995  Sales:  $4,638  million 
1994  Sales:  $4,889  miiiion** 

"Indudes  period  prior  to  acquisition  by 
Federated 

HQ:  NEW  YORK,  NY 

89  stores  in  Alabama,  Connecticut, 
Delaware,  Florida,  Georgia, 

Louisiana,  Maine,  Maryland, 
Massachusetts,  New  Hampshire, 

New  Jersey,  New  York,  Pennsylvania, 
Rhode  island  and  Virginia 

Miami,  FL  1996 

macy*s^ 

Michael  Steinberg,  chairman 
Jeremiah  J.  Sullivan,  President 
Rudolph  J.  Borneo,  Vice  Chairman 
Daniel  H.  Edelman,  Vice  Chairman 

1995  Sales:  $2,500  million 
1994  Sales:  $2,335  million'* 

“Indodes  period  prior  to  acquisition  by 
Federated 

HQ:  SAN  FRANCISCO,  CA 

59  stores  in  California,  Minnesota, 
Nevada  and  Texas;  in  addition,  the 
division  operates  former  Broadway 
Stores,  fnc.  locations  in  California, 
Arizona,  New  Mexico  and  Nevada, 
which  are  not  included  in  the 

1995  numbers 

t 

KICHB 

LAZARUS 

^MtiA 

Russell  Stravitz,  Chairman 

Susan  Kronlck,  President 

1995  Sales:  $2,149  million 
1994  Sales:  $2,130  miiiion 

HQ:  ATLANTA,  GA 

75  stores,  induding  20  Rich's 
stores  In  Alabama,  Georgia  and 

South  Carolina;  50  Lazarus  stores 
in  Indiana,  Kentucky,  Ohio, 
Pennsylvania  and  West  Virginia; 

5  Goldsmith's  stores  in  Tennessee 

Gndnnatl,  OH  1997;  Columbus,  OH 

1997;  Memphis,  IN  1997; 

Pittsburgh,  Rft  1998 

STERTST’S 

Matthew  D.  Sena,  Chairman 
Leonard  Marais,  President 

1995  Sales:  $845  miiiion 
1994  Saies:  $707  million 

HQ:  PARAMUS,  NJ 

27  stores  in  New  Jersey  and 

New  York 

Support  Operations 

■ 

New  York,  NY 

Cincinnati 

,OH 

Atlanta,  CA 

Federated  Merchandising/ 

Federated  Product  Development 
Terry  J.  Lundgren,  Chairman 
W.  Jay  Carothers,  President 
Federated  Merchandising  (FM),  which  continues  in 
its  roie  of  identifying  and  evaluating  merchandise 
bought  by  the  divisions,  is  focused  on  strengthening 
and  maximizing  relationships  with  core  vendors. 
Federated  Product  Development  (FPD)  is  the  depart¬ 
ment  store  industry's  premier  private  label  design 
and  sourcing  operation.  The  FM/FPD  organizations 
strengthened  their  management  ranks  and  added  a 
marketing  function  in  1995  to  support  significant 
planned  growth  in  merchandise  brands  and 
assortments  exclusive  to  Federated. 


Financial  and  Credit  Services  Group 
James  J.  Amann,  Chairman 


Federated  Systems  Group 
James  J.  Amann,  Chairman 


FACS  continued  to  expand  its  role  as  Federated's 
centralized  operation  responsible  for  handling  credit, 
accounts  payable,  benefits  and  medical  and  dental 
claims  processing  for  ail  divisions.  Macy's  benefits 
and  payroll  functions  were  folded  into  FACS  in  1995. 
In  addition,  FACS  assumed  responsibility  for 
Broadway  Stores,  Inc.'s  Phoenix,  AZ  administrative 
center  and  merged  it  with  the  Macy's  Vlfest  central 
services  operation  in  Phoenix.  The  consolidated 
Phoenix  facility  -  which  supplements  existing  FACS 
operations  in  Cincinnati  and  Tampa  -  provides  a 
three-hub  configuration  that  aiiows  the  company 
to  take  advantage  of  advanced  telecommunications 
capabilities  and  time-zone  management. 


FSC  continued  to  support  the  rapid  advance  of 
technology  used  across  Federated.  In  1995,  it 
began  roiling  out  several  new  systems,  including 
a  sophisticated  merchandise  allocation  program 
and  new  applications  for  human  resources 
management  and  divisional  budgeting,  in  1996, 
FSG  will  begin  a  major  effort  to  achieve  greater 
productivity  and  customer  service  from  the 
company's  55,000  point-of-sale  devices. 
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iring  the  fall  season,  Bloomlngdale's  opened  two  new  prototype  stores,  each  designed  with  customer  comfort  and  service  in  mind.  In  Boston,  the  Bioomingdale's  men's 
sortment  was  more  than  doubled  in  size  when  a  new  floor  was  added  to  the  Chestnut  Hill  iocatton,  which  previously  housed  oniy  home  merchandise.  Nearby  Chestnut 
i  II  will  be  remodeled  in  1996  to  indude  more  space  for  women's  apparel  and  accessories.  Bioomingdale's  wiii  enter  the  California  market  in  1996  with  five  stores 
iverted  from  acquired  Broadway  Stores,*  Inc.  iocatlons.  Also  opening  in  1997  wiii  be  new  Bioomingdale's  stores  in  Huntington,  NY  and  Aventura,  FL 


lew  Bon  Marche  furniture  gaiiery  was  opened  successfully  in  1995  in  Siiverdale,  WA.  Meanwhile,  major  remodeis  were  begun  in  the  Bellevue  and  Northgate  stores  in 
eater  Seattle.  New  computerized  point-of-saie  terminals  were  installed  in  all  Bon  Mardte  stores,  in  foe  fail  season,  foe  division  launched  its  first  major  advertising  cam- 
ign  targeted  specifically  at  selling  better  merchandise  at  regular  retail  prices.  Featured  were  branded  goods  from  vendors  such  as  Polo  and  Hilfiger,  as  well  as  private 
ands,  induding  Charter  Club  and  INC. 

rdines  opened  a  new  store  in  Seminole,  FL  in  1995.  Remodel  investments  continued  to  yield  positive  returns  in  four  south  Florida  mails  where  Burdin©  operates  two  stores.  The  Miami  Beach 
ation  was  remodeled  and  repositioned  to  serve  a  younger  and  more  fashionable  customer.  Burdin©  successfully  implemented  a  trade-op  merchandising  strategy  encompassing  major  branded 
idors,  as  well  as  new  private  label  lines  The  division  introduced  a  new  tourism  strategy  designed  to  capture  additional  business  from  Latin  American  tourists  visiting  Florida. 

a  result  of  the  consolidation  of  Federated’s  A&S/Jordan  Marsh  division  into  Maty's  East,  nine  A&S  stores  were  converted  to  the  Maty's  nameplate  in  1995.  Jordan  Marsh 
ires  were  converted  to  the  Maty's  namepiate  in  early  1996.  Remodel  work  has  begun  at  virtually  every  A&S  and  Jordan  Marsh  store  as  part  of  a  $100  million,  three-year, 
ogram  of  upgrades  to  former  A&S/Jordan  Marsh  locations.  Among  existing  Maty's  stores,  major  remodeis  began  in  Short  Hiiis,  NJ  and  Stamford,  CT  and  were  completed 
Manhasset,  NY  and  King  of  Prussia,  RA.  A  major  remodel  is  siated  for  foe  Herald  Square  flagship  in  1 996,  as  weli  as  in  Braintree,  MA.  The  Maty's  in  Huntington,  NY  will 
rpen  in  November  1996  following  a  renovation  begun  in  February.  Maty's  opened  a  new  furniture  gaiiery  in  North  Brunswick,  NJ  in  1995.  A  new  full-iine  store  is  sched- 
rd  to  open  in  foii  1996  at  The  Ralls  in  Miami,  FL 


sty's  West  assumed  operational  responsibility  for  Broadway  stores  in  California  and  other  western  states  following  Federated's  acquisition  of  Broadway  Stores,  Inc  in 
tober  1995.  Of  those  acquired  stores,  49  will  be  converted  to  foe  Maty's  nameplate  In  1996,  and  others  wiii  be  sold,  dosed,  converted  to  Bioomingdale's,  or  operated  on 
;  Interim  basis  until  final  determinations  are  made.  Nineteen  Bullock's  stores  In  southern  California,  operated  by  Maty's  West  also  are  being  converted  to  foe  Maty's 
imeplate.  Earlier  in  the  year,  former  I.  Magnin  locations  In  walnut  Creek  and  Newport  Beach  were  converted  to  women's  spedalty  stores,  and  former  I.  Magnins  In  Palo 
to  and  Woodland  Hills,  CA  were  converted  to  Maty's  men's  spedalty  stores. 


derated's  Lazarus  division  was  consolidated  into  Ridi's/Goldsmifo's  early  In  199S,  creating  a  new  Atlanta-based  Rkh's/Lazams/Goldsmith's  division  serving  customers  : 
mss  nine  southeastern  and  midwestem  states.  The  division  continued  to  strengthen  and  reposition  its  Lazarus  stores  In  western  Pennsylvania,  whidi  were  acquired  and 
n verted  from  Home's  in  1994.  Locations  in  Pittsburgh's  South  Hills  Mall  and  nearby  Monroeville  underwent  major  renovations.  The  downtown  Pittsburgh  store  was  dosed 
d  sold  In  1995,  and  plans  were  announced  for  construction  of  a  new  downtown  location  to  open  as  early  as  tali  1998.  I 


em's  continued  to  refine  and  strengthen  its  position  as  Federated's  moderate-priced,  full-line  department  store  division  serving  the  New  York/New  Jersey  area.  Five  A&S 
ires  and  one  Mary's  location  were  converted  to  the  Stem's  nameplate  in  1995.  Strides  In  foe  sal©  promotion  area  induded  converting  all  advertising  to  full  photography 
>m  line  art  Stem's  also  is  bringing  on  stream  a  new  computer  system  for  produdng  its  print  advertising  electronically,  resulting  in  significant  time  and  cost  savings. 


Specialty  Retailing 


caucus,  NJ 

•derated  Logistics 

im  Cole,  President 
lis  support  division,  founded  in  1994  to 
ordinate  merchandise  distribution  in  the  northeast 
S.,  was  expanded  in  1995  to  handle  distribution, 
gistics  functions  and  vendor  technology  for  all 
.  derated  divisions  nationwide.  FL's  mission  is  to 
duce  dramatically  both  costs  and  processing  time 
merchandising  distribution,  enabling  Federated 
make  the  most  effective  use  of  state-of-the-art 
chnology  and  coordinated  companywide  systems 
expedite  the  process  of  getting  merchandise  to 
e  sal©  floor. 


New  York,  NY 

Aeropostal  e/Charter  Cub 

Julian  R.  Geiger,  President 
1995  Sal©:  $163  million;  1994  Annual  Sal©:  $128 
million.  153  Aeropostaie  and  Charter  Gub  specialty 
stores  in  22  states.  After  devoting  mudi  of  1995  to 
exploring  interest  by  potential  acquirers  in  fo©e 
specialty  stores,  Federated  derided  to  retain  and 
operate  Charter  Gub  and  Aeropostaie  -  both  of 
which  are  profitable  business©.  The  company  will 
be  working  in  1996  to  determine  how  best  to 
maximize  foe  performance  of  its  specialty  opera¬ 
tions.  In  conjunction  with  this  effort,  Julian  Geiger, 
an  executive  with  significant  spedalty  store  man¬ 
agement  experience,  was  appointed  president  of 
the  spedalty  store  operations. 


Cheshire,  CT 

Bioomingdale's  by  Mail,  Ltd, 

Philip  Bianco,  President 
1995  Sal©:  $114  million;  1994  Sales:  $105 
mlliion.  Bioomingdale's  by  Mali,  Ltd,  whidi 
operates  separately  from  Bioomingdale's  stores, 
is  one  of  America's  leading  fashion  and  home 
catalogs.  Despite  25  percent  increas©  In  paper  and 
production  costs  in  1995,  Bioomingdale's  by  Mail 
exceeded  its  profit  goals  and  produced  solid  results 
for  the  year.  In  addition,  ground  was  broken  for  a 
new  150,000-square-foot  distribution  center 
adjacent  to  existing  fadiities  in  dteshire,  CT. 
Completion  is  expected  in  mid-1996. 
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To  Our  Shareholders 


Winning  in  chess  requires  having  the  right  strategy, 

RECOGNIZING  THE  MOVES  YOU  NEED  TO  MAKE  AND  TAKING 
ADVANTAGE  OF  OPPORTUNITIES  WHEN  THEY  COME  YOUR  WAY. 

In  a  consolidating  retail  sector,  success  depends  on  the  same  formula.  The  right  strategic  moves,  planned  and 
executed  with  a  focus  on  longer  term  objectives,  clearly  enhance  prospects  of  a  favorable  outcome. 

In  this  past  year.  Federated  made  that  kind  of  move.  Presented  with  a  unique  opportunity 
to  strengthen  our  competitive  position  in  California  and  on  the  West  Coast,  we  acquired  the  82 
Broadway,  Emporium  and  Weinstock’s  stores  owned  by  Broadway  Stores,  Inc.  This  strategic  move 
makes  Federated  a  major  retail  player  in  the  most  populous  state  in  the  union  —  allowing  us 
to  expand  the  Macy’s  nameplate  and  introduce  Bloomingdale’s  to  California  in 
an  extremely  timely  and  cost-efficient  manner.  Most  importantly,  the 
Broadway  acquisition  provides  Federated  and  its  shareholders  with 
a  foundation  for  potential  sales  and  earnings  growth  that  may  not 
have  been  achievable  otherwise. 

On  top  of  last  year’s  acquisition  of  R.H.  Macy  &  Co.,  some  industry 
observers  saw  our  purchase  of  Broadway  Stores  as  a  lot  to  deal  with 
all  at  once.  We  would  be  the  last  ones  to  disagree.  An  acquisition 
of  this  magnitude  means  considerable  work,  stress  and  challenge. 

We  believe,  however,  that  Federated’s  extensive  experience  in 
effectively  merging  and  consolidating  operations  gives  us  an 
essential  edge  —  one  that  ultimately  will  help  to  separate  the 
Bobby  Fischers  and  Boris  Spasskys  from  less-able  competitors. 

A  Year  tn  Review 

In  last  year’s  shareholder’s  letter,  we  set  out  five  corporate 
priorities  for  1995-  Here  is  a  look  at  how  well  we  did: 

Our  first  priority  was  to  effect  a  smooth  transition  of  Macy’s 
into  Federated,  an  objective  we  achieved  with  room  to  spare. 

This  essentially  seamless  transition  is  attributable  to  the  efforts  of 
associates  in  all  areas  of  the  company  —  from  the  tremendously 
effective  management  teams  at  Macy’s  East  and  Macy’s  West...  to 
the  technical  support  people  at  Federated  Systems  Group  (FSG), 

Financial  and  Credit  Services  (FACS)  and  Federated  Logistics, 
whose  combined  efforts  brought  Macy’s  systems  on  line  with 
Federated’s  in  record  time...  to  the  scores  of  managers,  buyers, 
assistant  buyers,  sales  associates  and  professionals  in  our  divisions 
and  corporate  offices  who,  at  every  turn,  managed  to  see 
opportunities  where  others  might  have  seen  only  obstacles. 

For  1995,  we  also  committed  to  ensure  successful  divisional 
consolidations  at  Macy’s  East  and  Richs/Lazarus/Goldsmith’s, 
and  these  were  achieved.  Effortlessly?  No.  Without  some 
unanticipated  problems?  Hardly.  But,  in  the  end,  these 
divisional  consolidations  were  effectively  implemented  —  the 
result  of  tremendous  dedication,  strong  divisional  leadership 
and  good,  old-fashioned  hard  work. 
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o  do”  list  for  1995,  and 


Federated's  EBITDA  rate  climbed 
significantly  In  the  years  from  1991-94, 
at  which  time  Federated  acquired  Macy's. 
The  impact  of  acquisitions  on  Federated's 
EBITDA  is  shown  by  the  pink  line  in  the 
chart  Without  the  impact  of  acquisitions, 
9.8  Federated's  EBITDA  grew  to  1 1 .8  percent 
in  1994.  With  Macy's  Included  in 
Federated's  results  for  Just  the  six-week 
period  following  Its  December  1994 
acquisition,  the  company's  1994  EBITDA 
rate  was  11.1  percent;  with  Macy's  included 
for  the  full  year,  it  was  9.5  percent.  EBITDA 
for  the  combined  Federated-Macy's  grew  to 
10.5  percent  in  Fiscal  1995,  exclusive  of 
Broadway,  as  indicated  by  the  blue  line  in 
the  chart  Inclusive  of  Broadway,  the  com- 
5  pany's  1995  EBiTDA  rate  was  9.8  percent 


Development  of  a  common 
merchandising  process,  combining 
the  best  practices  of  both 
Federated  and  Macy’s,  also  was 
on  our 

was  accomplished  with  a  consider¬ 
able  measure  of  success.  In  joining 
the  Federated  Merchandising  and 
Macy’s  (now  Federated)  Product 
Development  organizations,  we 
created  a  dynamic  organization 
with  strength  in  both  branded 
merchandise  and  “exclusive -to- 
Federated”  labels. 

This  enabled  us  to  expand 
Federated’s  private  label  penetra¬ 
tion,  growing  “exclusive  to  Federated”  brands  to  approximately 
1 1  percent  of  our  assortment  mix  by  the  end  of  1995,  moving 
toward  our  target  range  of  approximately  15  percent  by  1997. 

We  also  resolved  last  year  “to  look  for  growth  opportunities 
that  make  sense  for  Federated.”  As  noted  at  the  outset,  this, 
too,  was  achieved  with  the  acquisition  of  Broadway,  which 
solidifies  our  position  in  California  and  the  West. 

And  finally,  we  set  forth  some  clear  financial  objectives  for 
the  year.  These  included  a  continued  reduction  in  expense, 
with  corresponding  increases  in  earnings  and  comparable-store 
sales.  A  look  at  1995’s  results  confirms  that  these  objectives,  all 
of  which  serve  to  increase  shareholder  value,  also  were  met. 

Sales/Earnings  Growth  Continues 

In  a  year  when  apparel  fashion  trends  struggled  to  capture 
the  public’s  imagination,  and  sagging  consumer  confidence 
in  the  economy  yielded  the  weakest  holiday  season  in  years, 
Federated’s  ability  to  produce  a  solid  2,7  percent  increase  in 
comparable-store  sales  for  a  52-week  period  ended  January  27, 
1996  was  respectable,  indeed,  allowing  us  to  outperform  most, 
if  not  all  of  our  key  competitors. 

Sales  in  the  full  53  weeks  of  Fiscal  1995  totaled  $15,048.5 
million,  an  increase  of  81.0  percent  over  total  sales  of  $8,315.9 
million  for  the  52  weeks  of  Fiscal  1994.  For  the  comparable 
52-week  period  this  year,  Federated’s  sales  were  $14,897.8 
million.  (Note:  The  acquired  Broadway  stores  contributed 
$1,050.3  million  to  Federated’s  sales  totals  during  the  full  53 
weeks  of  Fiscal  1995.) 

Federated’s  net  income  for  the  53-week  fiscal  year  ended 
February  3, 1996  was  $332.8  million  or  $1.82  a  share,  with 
operating  income  of  $995.1  million  or  7.1  percent  of  sales, 
excluding:  a)  the  impact  of  the  Broadway  acquisition,  which  is 
included  in  Federated’s  operating  results  since  July  29,  1995; 
b)  $293.9  million,  before  income  taxes,  of  business  integration 


and  consolidation  expenses  associated  with  divisional  mergers 
and  the  integration  of  Macy’s  and  Broadway  into  Federated; 
and  c)  $25.6  million,  before  income  taxes,  to  fund  the 
Federated  Department  Stores  Foundation.  Including  these 
items.  Federated  posted  net  income  of  $74.6  million  or  39 
cents  a  share  on  operating  income  of  $662.9  million. 

While  comparisons  are  difficult  in  a  year  in  which  a  major 
acquisition  is  dilutive  to  short-term  earnings,  we  nevertheless 
are  encouraged  by  our  performance  in  a  number  of  key 
operational  areas.  These  include  continued  expense  reductions 
in  our  core  businesses,  and  improvement  in  operating  income 
as  a  percent  of  sales  —  up  from  6.6  percent  last  year  to  7. 1 
percent  in  Fiscal  1995,  excluding  one-time  charges  related  to 
mergers  and  business  integration  that  we  believe  position 
Federated  favorably  for  significant  sales  and  earnings  growth 
in  the  years  to  come. 

In  the  prior  fiscal  year,  we  achieved  our  company’s  goal  of 
reaching  an  EBITDA  margin  in  the  1 1-13  percent  range. 
Given  this  success,  it  is  important  to  note  that  the  company’s 
1995  EBITDA  rate  of  10.5  percent  (exclusive  of  Broadway)  is 
negatively  impacted  by  the  reduction  in  revenue  from  credit 
operations  (as  a  percent  of  sales)  resulting  from  the  sale  of 
Macy’s  customer  accounts  receivable.  This  decreases  the 
company’s  reported  EBITDA  rate  by  about  one  percent,  as 
shown  in  the  above  chart. 

Financial  Underpinnings 

Federated  recognizes  that  a  company  focused  on  strategic 
growth  also  must  be  soundly  financed.  In  being  so,  the 
company  is  able  to  invest  in  stores,  technology  and  talent  that 
will  fuel  its  growth  for  the  long  term.  Federated’s  ability  to 
maintain  improvement  in  operating  financial  results,  even 
during  a  period  of  rapid  growth,  is  reflected  in  a  steady  rise  in 
the  trading  price  of  its  common  stock. 
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Capital  expenditures  also  continue  to  be  a  major  area  of 
investment  for  Federated,  and  the  company  plans  to  spend 
an  estimated  $2.3  billion  in  capital  in  the  1996-98  period 
on  store  remodels,  expansions  and  maintenance,  new  store 
construction  and  technology.  This  includes  an  estimated 
$525  million  in  capital  chat  will  be  devoted  to  Broadway 
store-conversion  remodels. 

1996  Priorities/Outlook 

Now  that  we  have  increased  Federated’s  size  and  scope  of 
operations  to  an  extent  that  makes  us  better  able  to  compete 
effectively  in  todays  highly  competitive  retail  marketplace,  our 
1996  priorities  are  clear: 

•  To  focus  aggressively  on  increasing  sales,  with  a  target  of 
producing  comp-store  sales  growth  of  approximately  three 
percent  during  the  coming  year. 

•  To  successfully  complete  the  conversion  of  retained 
Broadway  stores  into  Macy’s  and  Bioomingdales,  and  to 
successfully  introduce  Bioomingdales  to  its  new  California 
markets,  so  we  will  begin  to  realize  a  favorable  earnings 
impact  from  the  Broadway  acquisition  in  Fiscal  1996. 

•  To  continue  to  develop  and  expand  Federated’s  private 
brands  penetration,  and  to  fully  capitalize  on  marketing 
opportunities  for  unique  merchandise  and  brands  that 
are  exclusive  to  Federated’s  stores. 

•  To  continue  to  look  for  ways  to  improve  operating 
efficiencies  and  reduce  costs  so  we  can  better  deliver  a 
winning  price-value  equation  to  our  customers. 

•  To  continue  to  identify  and  take  full  advantage  of 
opportunities  to  increase  Federated’s  earnings  potential 
in  the  years  ahead. 

Unquestionably,  these  are  reasonable  objectives  made  more 
challenging  by  economic  uncertainties  and  the  vagaries  of  an 
election  year.  While  there  is  little  we  can  do  to  control  or 
influence  such  outside  factors,  there  is  much  we  can  do  —  and 
are  doing  —  to  ensure  that  internal  factors  under  our  control 
are  managed  to  produce  optimum  benefit  for  our  shareholders, 
customers,  employees  and  others  whose  success  depends,  in 
part,  on  our  own.  This  is  our  challenge  for  1996. 

In  Closing 

We  would  be  remiss  were  we  not  to  express  our  deepest 
appreciation  to  those  men  and  women  whose  affiliation  with 
the  company  is  through  their  service  on  our  Board  of 
Directors.  This  is  an  outstanding  group  of  individuals  who 
work  diligently,  with  insight  and  dedication,  on  Federated’s 
behalf,  and  who  consistently  provide  wise,  reasoned  counsel  to 
management  in  all  aspects  of  the  complex  business  that  is 


todays  Federated.  We 
could  not  run  our  busi¬ 
ness  as  successfully 
without  their  many 
valuable  contributions, 
and  we  thank  them. 

We  also  thank 
Federated’s  120,000 
associates  nationwide 
for  their  relentless  hard 
work  and  dedication 
in  the  past  year.  It  takes 
a  strong  workforce  and 
strong  managers  to 
produce  strong  results,  and  in  Federated  we  are  proud  to 
say  we  have  some  of  the  best  talent  in  the  industiy  working 
on  our  team. 

And  ultimately,  we  thank  you,  our  shareholders,  for  the 
confidence  you  have  placed  in  us  and  in  the  future  of  this 
company.  At  the  outset  of  this  letter,  we  talked  about  chess 
and  likened  it  to  Federated’s  quest  for  competitive  success  in 
the  retail  sector.  We  think  it  is  an  apt  analogy. 

Clearly,  while  no  one  is  close  to  declaring  “checkmate” 
in  todays  intensely  competitive  retail  chess  game,  we  believe 
Federated  in  1 996‘  is  a  company  with  the  right  pieces  on  the 
board,  backed  by  the  right  people  and  the  right  strategies. 
Most  importantly,  we  think  ours  is  a  company  moving  in  the 
right  direction. 

Now  that  you  know  something  about  our  plans  and 
priorities  for  the  coming  year,  we  hope  you  will  agree. 


There  now  are  several  ways  for  you 
to  get  timely  information  about 
Federated.  To  hear  the  latest  company 
news  or  request  copies  of  financial 
statements,  news  releases  and  other 
corporate  publications,  call  our  24- 
hour  News  and  Information  Request 
Hotline  at  1-800-261-5385.  And  you 
also  can  access  company  information 
through  Federated's  new  home  page 
on  the  Internet  -  visit  us  anytime  at 
http://www.federated-fds.com 


Alien  Questrom 

Chairman/Chief  Executive  Officer 


James  M.  Zimmerman 
Preside nt/Chief  Operating  Officer 


April  17,  1996 
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n  today's  highly  competitive  retail  environment,  there's  more  pressure 
than  ever  to  make  the  right  strategic  moves,  and  to  keep  a  business 
firmly  directed  on  a  determined  course  to  success.  At  Federated,  we  see 
this  process  as  something  of  a  chess  game.  In  recent  years,  our  company 
has  made  a  series  of  deliberate,  studied  and  concentrated  moves  in 
pursuit  of  a  clearly  understood  objective  -  to  be  not  only  the  nation's 
largest  department  store  retailer,  but  to  be  the  best  at  offering  customers 
quality  fashion  merchandise,  sales  service  and  value. 

The  following  pages  describe  recent  moves  we've  made,  as  well  as 
^  several  significant  ongoing  strategies.  These  elements  include: 

Acquisitions  and  Growth 

Efficiency  Through  Integration  and  Consolidation 
Building  Management  Strength 
Merchandising  Innovations 
Sales  and  Customer  Service 
Developing  Our  People 
Commitment  to  Our  Communities 
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A  1N  ^  VjrROWTH 

Over  the  span  of  a  few  short  years.  Federated  has  grown 
significantly  to  become  the  nations  largest  department  store 
company.  Revenues  have  more  than  doubled,  primarily  through 
three  significant  acquisitions  that  extended  the  reach  of 
our  stores  into  new  geographic  markets  and  helped  to  fill-in 
divisional  presence  in  areas  with  growth  potential. 

The  most  recent  acquisition  —  that  of  Los  Angeles-based 
Broadway  Stores,  Inc  —  came  in  Octobet  1995.  Initially,  this 
move  added  82  Broadway,  Emporium  and  Weinstock’s  depart¬ 
ment  stores  in  California  and  four  other  southwestern  states, 
with  annual  sales  of  more  than  $2  billion. 

The  purchase  of  Broadway  was  a  unique  opportunity  to 
fortify  Federated’s  position  in  the  West,  with  significant  long¬ 
term  implications  for  Federated  as  a  viable  department  store 
competitor  in  that  region. 

With  the  acquisition,  Macys  West  has  grown  to  become  one 
of  Federated’s  largest  divisions,  with  more  than  100  stores  and 
nearly  $3.7  billion  in  annual  sales.  As  such,  it  is  positioned  to 
compete  more  effectively  with  a  myriad  of  retail  formats,  and 
to  offer  customers  improved  merchandise  assortments,  more 
specialized  services  and  greater  value. 

The  conversion  of  four  Broadway  stores  in  southern 
California  and  one  Emporium  location  in  northern  California 
to  the  Bloomingdale’s  nameplate  in  late  1996  and  early  1997 
heralds  the  premiere  of  Federated’s  upscale  department  store 
division  in  the  West.  Federated  believes  the  uniqueness  and 
excitement  of  Bloomingdale’s  will  be  an  excellent  fit  with 
California’s  distinct  sense  of  style  and  fashion  flair. 

As  the  long-struggling  California  economy  recovers,  Macys 
West  and  Bloomingdale’s  are  poised  to  benefit.  Already  repre¬ 
senting  about  one-eighth  of  the  nation’s  total  Gross  Domestic 
Product,  California’s  economy  in  1996  is  projected  to  grow  at  a 
rate  50  percent  faster  than  the  national  average,  and  to  continue 

to  rise  in  the  years  ahead.  Federated’s  _ 

solid  position  in  that  state  carries  the 
potential  of  significant  benefit  to  the 
company’s  shareholders. 


macys 


Federated’s  purchase  of  Broadway  came  less  than  a  year 
after  the  highly  successful  acquisition  of  R.H.  Macy  &  Co., 
and  about  18  months  after  the  acquisition  of  the  Joseph 
Horne  Company  of  Pittsburgh,  which  added  10  stores  to 
the  Lazarus  nameplate. 

These  acquisitions  were  made  prudently,  and  with  Federated’s 
long-term  vision  in  mind.  In  some  cases,  the  company  passed 
up  acquisition  opportunities  in  which  the  strategic  fit  with 
Federated  was  inappropriate,  or  when  the  acquisition  price  was 
too  high.  Such  was  the  case  in  the  summer  of  1995,  when 
Federated  decided  against  raising  its  bid  to  buy  Washington, 
D,C.-based  Woodward  &  Lothrop,  Inc. 

As  part  of  a  growth  strategy  focused  on  department  stores, 
Federated  discontinued  the  operation  of  Macys  Close-Out 
stores.  This  decision  was  consistent  with  the  philosophy  that 
merchandise  should  be  cleared  within  the  department  store 
format  so  it  can  be  a  part  of  the  value  equation  that  customers 
expect.  The  company  also  carefully  evaluated  its  options  for 
specialty  store  operations  during  1995,  and  explored  the 
opportunity  ro  sell  its  Aeropostale  and  Charter  Club  national 
specialty  apparel  chains.  Based  on  that  exploratory  analysis,  the 
decision  was  made  to  retain  both  Aeropostale  and  Charter  Club 
as  alternative  retail  vehicles  within  Federated,  where  the  com¬ 
pany  believes  the  potential  of  these  formats  can  be  optimized. 


Weinstock's 
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As  the  size  and  scope  of  federated  expands,  the  company 
continues  to  be  aggressive  in  integrating  and  consolidating  opera¬ 
tions  in  a  manner  that  increases  efficiency,  improves  merchandise 
assortments  and  allows  customers  to  benefit  from  new  economies 
of  scale  through  improved  value  on  the  sales  floor. 

Following  the  acquisition  ofR.H.  Macy  &  Co.  in  late  1994, 
Federated’s  A&S/Jordan  Marsh  division  was  consolidated  into 
Macys  East,  creating  a  single  89-stote  operation  stretching  across 
15  states  from  Maine  to  Florida.  Following  the  consolidation 
in  early  1995,  nine  A&S  stores  were  converted  to  the  Macys 
nameplate.  Subsequently,  virtually  all  have  been  upgraded  to 
Macys  standards  for  visual  display  and  merchandising  as  part  of  a 
$100  million,  three-year  remodeling  program.  Five  A&S  stores 
were  converted  to  Sterns,  as  was  one  Macy’s  location. 


ANAGEMENT  OTRENGTH 


For  Federated  to  continue  to  strengthen  and  improve  its  performance  in  the 
future,  it  must  continue  to  build  the  depth  and  professionalism  of  its  management. 
This  is  particularly  true  as  the  company  becomes  larger,  and  its  business 

Over  the  years.  Federated  has  built  a  reputation  as  the  retail  industry’s  premier 
training-ground  for  executive  talent.  And  today,  many  of  Federated’s  key  executives 
—  including  its  chairman  and  chief  executive  officer,  its  president  and  chief 
operating  officer,  and  17  of  the  company's  22  division  principals  —  “grew  up”  in 
the  Federated/Macys  organization.  The  result  is  significant  organizational  bench 
strength,  as  well  as  a  cohesiveness  in  mission  and  spirit  seldom  encountered  in 
large  corporations. 

To  continue  fostering  this  growth  from  within,  systems  are  in  place  to  identify, 
retain  and  develop  top  performers  in  all  areas  of  the  business.  This  is  important 
as  a  means  of  facilitating  succession  and  further  organizational  development  in  the 
years  ahead. 

Significantly,  Federated’s  growth  provides  opportunity  for  additional  strengthen¬ 
ing  in  professional  specialist  functions  such  as  merchandising  planning, 
real  estate,  accounting,  credit,  systems,  training  and  customer  service 
management.  With  these  in-depth  resources  now  available  inside  the 
company —  and  often  organized  into  a  central  operation  that  serves 

all  divisions —  F^derared  ran  more  effrrtivelv  _ 


innovation; 


all  divisions  —  Federated 
manage  irs  business  while 


responding  quickly  and 
decisively  to  opportuni- 
in  the.  marketplace. 


Bringing  freshness,  uniqueness  and  differenti; 
tion  to  assortments  in  every  Federated  store  is 
the  renewed  focus  of  the  company’s  merchandis 
ing  efforts. 

In  1 995,  Federated  Merchandising  and 
Federated  Product  Development  launched  one  < 
the  largest  efforts  in  the  company’s  history  — 
increasing  the  penetration  of  home  furnishings 
and  apparel  brands  exclusive  to  Federated  in 
stores  across  the  country.  Product  representatio: 
will  vary  by  category,  but  in  the  next  few  years 
these  exclusive  lines  should  represent  more  than 
1 5  percent  of  the  total  merchandise  mix  — 
about  one  out  of  every  seven  purchases  made  b} 
Federated  customers,  or  more  than  $2  billion  in 
sales  at  retail.  ,< 
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ite  as  Macy s.  By  operating  all  of  its  locations  as  Macy’s, 
ivision  is  able  to  fully  leverage  its  investment  in  advertis- 
'isual  display  and  identity-related  items  such  as  shopping 
credit  cards  and  signage. 

■rial  savings  from  the  Macy’s  East  consolidation  positively 
.ed  Federated’s  performance  in  Fiscal  1 995,  excluding 
rime  costs  associated  with  the  consolidation.  Beginning  in 
1  1 996,  Federated  expects  to  realize  annual  expense  savings 
ore  than  $50  million  from  this  consolidation, 
similar  approach  is  increasing  efficiency  at  Macy’s  West, 
e  Bullock’s  stores  in  southern  California  will  convert  to  the 
f$  nameplate  this  spring.  An  additional  49  newly  acquired 
dway.  Emporium  and  Weinstock’s  locations  also  will 
me  Macy’s  this  year,  solidifying  the  division’s  presence  in 
omia  and  the  West. 

spring  1995,  Federated’s  Cincinnati-based  Lazarus 
ion  was  consolidated  into  Atlanta-based  Rich’s/ 

'smith's.  The  result  is  Rich’s/Lazarus/Goldsmith’s,  a 
■g,  single  division  operating  75  department  stores  in 


reduced  annual  costs  by  about  $27  million,  beginning  in 
Fiscal  1995. 

Also  integrated  in  Fiscal  1995  were  Federated  Merchand¬ 
ising  and  Macys  Product  Development  —  now  Federated 
Product  Development  (FPD).  As  the  company’s  merchandise 
development  arm,  FPD  is  responsible  for  designing  and 
overseeing  manufacturing  of  products  exclusive  to  Federated, 
which  will  help  differentiate  Federated  stores  from  competitors. 
Federated  Merchandising  continues  to  manage  relationships 
with  branded  merchandise  vendors,  including  identifying  col¬ 
lections  from  which  divisional  buyers  select  store  assortments. 

Federated  Logistics,  a  support  division  established  in  1 994  to 
coordinate  merchandise  distribution  in  the  northeast  U.S.,  now. 
has  responsibility  for  all  Federated  distribution  activities  nation¬ 
wide.  Federated  Logistics’  mission  is  to  reduce  both  costs  and 
processing  time  in  merchandise  distribution.  This  enables 
Federated  to  make  the  most  effective  use  of  state-of-the-art 
technology  and  coordinated  companywide  systems,  expediting 
the  movement  of  merchandise  from  vendors  to  the  sales  floor. 


.  Studio,  INC/liiternational  Concepts,  Club 
n  and  Alfani  in  apparel;  Tools  of  the  Trade 
Fhe  Cellar  in  home  merchandise;  and 
rter  Club  in  both  apparel  and  home  offer- 
Unlike  in  the  past,  when  private  labels  were 
ed  primarily  as  promotional  merchandise, 
y’s  brands  exclusive  to  Federated  are  devel- 
1  to  appeal  to  a  certain  customer-lifestyle.  In 
narketing  of  these  products,  each  will  have  a 
isely  defined  brand  image  that  will  make  it 
ily  identifiable  to  customers, 
nticipating  proliferation  of  “corporate  casual” 
t,  for  example,  INC  women’s  sportswear 
Alfani  men’s  sportswear  are  targeted  to  help 
on-conscious  customers  “dress  down” 
opriately  for  work. 

iderated’s  New  York-based  merchants  also 
continue  to  work  in  close  partnerships  with 
.ded  vendor  resources,  to  develop  unique  and 
ial  merchandise.  In  this  process,  divisional 


for  tailoring  assortments  iti  each  and 
every  store  to  appeal  to  specific  o 
tomer  segments,  and  to  differentiate 
Federated’s  merchandise  from  that 
found  in  competitors’  stores. 
Assortments  are  being  edited  —  and 
stores  respaced  —  to  maximize  sales. 

Federated  Merchandising 
and  Federated  Logistics  also  are 
forging  ever-doser  partnerships 
with  vendors  of  basic  merchan¬ 
dise.  Deeper  relationships  with 
core  vendors  allow  Federated 
to  make  better  use  of  its 
resources’  creativity  and  , 
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4 


Attentive,  knowledgeable  service  remains  one  of  the  distinguishing  features 
of  a  well-run  department  store  —  and  part  of  the  reason  customers  return  time 
and  again.  Federated  regards  selling  service  as  a  key  factor  in  its  ability  to  drive 
top-line  sales  in  the  coming  years. 

Toward  the  objective  of  perpetuating  a  professional  sales  culture  in  its  stores, 
the  company  is  increasing  its  investment  in  product-knowledge  and  selling- 
skills  training.  Corporate-level  functions  were  created  to  coordinate  divisional 
training  initiatives,  as  well  as  to  identify,  evaluate  and  expand  successful 

customer  service  programs  already  in  place.  One  of  the  programs  being  expanded  is  “clienteling,”  the  process 
used  by  sales  associates  to  know,  understand  and  develop  lasting  relationships  with  specific  repeat  customers. 


The  Federated  Selling  Stars  recognition  program  was 
established  in  1995  to  honor  some  of  the  company’s 
best  sales  associates  from  across  the  country.  Stars  for 
1995  -  one  from  each  division  -  were  chosen  for 
their  sales  volume,  as  well  as  their  enthusiasm,  energy 
and  technique  used  to  produce  incremental  revenue. 
They  are: 

Harriett  Agnew j 
Rich’s  Lenox  f 
Atlanta,  CA 


Core  vendors  are  actively  involved  in  reaching  associates  the  features  and  benefits  of  specific  merchandise 
sold  in  Federated  stores.  Sales  associates  are  being  exposed  to  several  forms  of  training  curricula,  including 
computer-based  training  that  develops  acumen  in  selling  skills,  as  well  as  in  the  use  of  retail  technology. 

The  company  views  its  investment  in  retail  technology,  such  as  new  point-of-sale  terminals  and  bar-code 
scanners,  as  a  customer  service  tool.  These  new  technologies  speed  transactions  and  allow  sales  associates  to 
devote  more  attention  to  customers.  More  than  $200  million  is  being  invested  in  new  technology 
corporatewide  over  the  next  three  years. 

New  and  remodeled  store  locations  also  support 
customer  service.  New  stores,  such  as  Bloomingdales 
prototypes  opened  in  1995  in  Skokie,  IL  and  Garden  City, 
NY,  are  designed  for  customer  comfort  and  visual  appeal. 
Wider  aisles,  improved  lighting  and  lower  interior  walls 
enhance  store  vistas  and  the  shopping  experience.  But  not 
all  changes  are  on  such  a  grand  scale.  On  the  other  end  of 
the  spectrum,  restrooms  and  telephone  systems  also  are 
being  upgraded  in  response  to  customer  input  about  how 
we  could  make  our  stores  more  user-friendly. 

Prototype  departments,  including  The  Cellar  for 
housewares,  are  being  rolled  out  in  Federated’s  regional 
department  stores.  These  prototypes  increase  the 
“shopability”  of  key  departments  and  support  the  selling 
efforts  of  our  associates. 


Toni  Brennan 
The  Bon  Marche' 
Bend,  OR 


Eugene  Neglia 
Stern's 

Willowbrook,  NJ 


Rochelle  Perlman  y-  '■  '• 

Macy's  Herald  Sduare  , 

New  York,  NY  /  •{,///;**  X 

'f X  ■ 


Nuez, 

Burdin  es  South 
jfj  Dade  Furniture 
^  fy/.- Miami,  Ft  -  X 
Special  honor  to  Federated's  overall  top  sales  producer: 
Jim  Suggs,  Rich's  Perimeter  Home  Store,  Atlanta  CA 
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Our  People 


In  department  store  retailing,  the  ability  to  attract  and  retain 
talented  and  capable  employees  can  mean  the  difference  between 
success  and  failure. 

In  particular  today,  we  are  striving  to  ensure  our  workforce  is 
as  diverse  as  the  customers  we  serve.  Beyond  being  an  “equal 
opportunity  employer,"  Federated  draws  strength  from  employing 
individuals  from  broad  segments  of  society.  We  are  working 
consciously  to  be  sure  our  workforce  —  at  all  levels  —  includes 
people  of  both  genders;  of  evety  race,  creed  and  color;  and  of 
various  educational  backgrounds,  levels  of  tenure,  physical  abilities 
and  lifestyles.  Federated  considers  its  workforce  already  to  be 
among  the  most  diverse  in  the  retail  industry,  yet  we  recognize 
our  responsibility  and  potential  to  do  better. 

Federated  is  broadening  its  aggressive  recruiting  efforts  for 
professional-level  positions  in  order  to  be  as  inclusive  as  possible. 
In  addition  to  employees,  we  also  are  intensifying  our  program  for 
actively  recruiting  minority  vendors  for  products  and  services  used 
in  our  operations,  as  well  as  for  the  merchandise  we  sell.  In  Fiscal 
1995,  purchases  from  minority  vendors  totaled  approximately 


:e  programs 

are  being  instituted  to  provide 
incentive  for  success  at  all  levels  of 
our  organization,  in  addition 
to  intensified  product  knowledge 
and  selling-skills  training  for  sales 
associates.  A  new  “Code  of  Good 
Business  Conduct”  has  been 
adopted  by  the  company  to  guide 
all  of  its  employees  in  maintaining 
the  highest  possible  level  of  ethics 
and  honesty. 

Federated  is  committed  to  pro¬ 
moting  from  within,  and  to  devel¬ 
oping  a  foundation  of  professional 
talent  that  is  strong  and  deep. 

Traditionally,  Federated  has  been 
known  for  developing  and  retain¬ 
ing  outstanding  merchants.  With  the  rapid  growth  in  recent 
years  of  centralized  support  operations  —  such  as  Federated 
Systems  Group,  the  Financial  and  Credit  Services  Group,  and 
Federated  Logistics  —  the  same  now  is  true  for  technical  profes¬ 
sionals  in  areas  ranging  from  credit  and  information  systems  to 
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Management 


ALLEN  QUESTROM 

Chairman  9  Chief  Executive  Officer 

JAMES  M.  ZIMMERMAN 

President  9  Chief  Operating  Officer 

RONALD  W.  TYSOE 

Vice  Chairman  9  Chief  Financial  Officer 

THOMAS  G.  CODY 

Executive  Vice  President 
Legal  9  Human  Resources 


DENNIS  J.  BRODERICK 

General  Counsel  9  Secretary 

JACK  BROWN 

Controller 

KAREN  M.  HOGUET 

Planning  9  Treasurer 

RUDOLPH  V.  JAVOSKY 

Design  9  Construction 


DAVID  W.  CLARK 

Executive  9  Organizational 
Development,  Diversity 
Management  9  Training 

GARY  J.  NAY 

Real  Estate 

H.  STEWART  ROSE 

Area  Research 

CAROL  A.  SANGER 

Corporate  Comma  n  ications 
9  External  Affairs 

ROBERT  C.  SEPPELT 

Tax 

JOHN  R.  SIMS 

Deputy  General  Counsel 

JOSEPH  F.  VELLA 

Employee  Relations 


New  York  Stock  Exchange 
Common  Stock  Symbol:  FD 

Federated  News  &  Information 
Request  Hotline:  1-800-261-5385 

Federated  Home  Page  on  the  Internet: 
http://www.federated-fds.com 

Federated  Investor  Relations 
Department:  1-513-579-7028 

Transfer  Agent: 

Bank  of  New  York 
Shareholder  Relations  Dept. 
Church  Street  Station 
P.O.  Box  11258 
New  York,  NY  10286-1258 
1-800-524-4458 


file  approximate  number  of  Federated  shareholders  of  record,  as  of  February  3, 1996,  was  15,637.  As  of  that  date,  there  were  approximately  203  million  shares  of 
Federated  common  stock  outstanding,  excluding  shares  held  by  Federated. 


Quarterly  trading  volume  and  share  price  data  are  as  follows: 


'  ;t  . 

Prices 

1995 

Shares  Traded 

Daily  Volume 

Low 

High 

First  Quarter 

60,997,000 

968,000 

18  1/2 

23  1/8 

Second  Quarter 

62,184,000 

987,000 

20  7/8 

28  1/8 

Third  Quarter* 

66,223,000 

1,035,000 

24  1/2 

30  1/8 

Fourth  Quarter 

81,137,000 

1,211,000 

25 

29  3/4 

Average 

Prices 

1994 

Shares  Traded 

Daily  Volume 

Low 

High 

First  Quarter 

40,479,000 

653,000 

20  3/4 

25  1/4 

Second  Quarter 

36,099,000 

573,000 

19 

22  3/4 

Third  Quarter 

43,330,000 

677,000 

18  3/4 

23  5/8 

Fourth  Quarter** 

55,287,000 

892,000 

17  7/8 

20  7/8 

"Note:  On  December  19, 1994,  Federated  issued  a  total  of  55.6  million  shares  of  common  stock;{exdudlng  shares  Issued  to  affiliates)  in  connection 
with  the  acquisition  of  Maty's. 
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SECURITIES  AND  EXCHANGE  COMMISSION 

WASHINGTON,  D.C.  20549 

FORM  10-K 

Annual  Report  Pursuant  to  Section  13 
of  the  Securities  Exchange  Act  of  1934 

For  the  Fiscal  Year  Ended  Commission  File  Number 

February  3,  1996  1-13536 

Federated  Department  Stores,  Inc. 

151  West  34th  Street 
New  York,  New  York  10001 
(212)  695-4400 
and 

7  West  Seventh  Street 
Cincinnati,  Ohio  45202 
(513)  579-7000 

Incorporated  in  Delaware  I.R.S.  No.  13-3324058 

Securities  Registered  Pursuant  to  Section  12(b)  of  the  Act; 

Name  of  Each  Exchange 

Title  of  Each  Class  on  Which  Registered 

Common  Stock,  par  value  $.01  per  share  New  York  Stock  Exchange 

Rights  to  Purchase  Series  A  Junior  Participating  Preferred  Stock  New  York  Stock  Exchange 

Series  C  Warrants  New  York  Stock  Exchange 

Series  D  Warrants  New  York  Stock  Exchange 

8.125%  Senior  Notes  due  2002  New  York  Stock  Exchange 

5%  Convertible  Notes  due  2003  New  York  Stock  Exchange 

Securities  Registered  Pursuant  to  Section  12(g)  of  the  Act: 

None 

Registrant  has  filed  all  reports  required  to  be  filed  by  Section  12,  13,  or  15(d)  of  the  Act  during  the 
preceding  1 2  months  and  has  been  subject  to  such  filing  requirements  for  the  past  90  days. 

Disclosure  of  delinquent  filers  pursuant  to  Item  405  of  Regulation  S-K  is  not  contained  herein  and  will 
not  be  contained,  to  the  best  of  registrant’s  knowledge,  in  a  definitive  proxy  statement  incorporated  by 
reference  in  Part  III  of  this  Form  10-K. 

There  were  207,459, 137  million  shares  of  the  Company’s  Common  Stock  outstanding  as  of  April  6,  1996, 
excluding  shares  held  in  the  treasury  of  the  Company  or  by  subsidiaries  of  the  Company.  The  aggregate 
market  value  of  the  shares  of  such  Common  Stock,  excluding  shares  held  in  the  treasury  of  the  Company  or 
by  subsidiaries  of  the  Company,  based  upon  the  last  sale  price  as  reported  on  the  New  York  Stock  Exchange 
Composite  Tape  on  April  4,  1996,  was  approximately  $6,483,100,000, 

Documents  Incorporated  by  Reference 

Portions  of  the  definitive  proxy  statement  relating  to  Registrant’s  Annual  Meeting  of  Stockholders  to  be 
held  on  May  17,  1996  (the  “Proxy  Statement”),  are  incorporated  by  reference  in  Part  III  hereof. 
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Unless  the  context  otherwise  requires,  (i)  references  herein  to  the ■  "Company”  are,  for  all  periods  prior  to 
December  19,  1994  ( the  "Merger  Date”) ,  references  to  Federated  Department  Stores,  Inc.  ("Federated”)  and 
its  subsidiaries  and  their  respective  predecessors,  and,  for  all  periods  following  the  merger  (the  "Merger”)  of 
Federated  and  R.H.  Macy  &  Co.,  Inc.  ("Macy’s")  on  the  Merger  Date,  references  to  the  surviving  corporation 
in  the  Merger  and  its  subsidiaries,  and  (ii)  references  to  "1995”,  "1994”,  "1993",  "1992”  and  "1991”  are 
references  to  the  Company's  fiscal  years  ended  February  3,  1996,  January  28,  1995,  January  29,  1994, 
January  30,  1993 , and  February  1,  1992,  respectively. 


General.  The  Company  is  one  of  the  leading  operators  of  full-line  department  stores  in  the  United  States, 
with  412  department  stores  in  33  states  as  of  February  3,  1996.  The  Company’s  department  stores  sell  a  wide 
range  of  merchandise,  including  men’s,  women’s  and  children’s  apparel  and  accessories,  cosmetics,  home 
furnishings  and  other  consumer  goods,  and  are  diversified  by  size  of  store,  merchandising  character  and 
character  of  community  served.  The  Company’s  department  stores  are  located  at  urban  or  suburban  sites, 
principally  in  densely  populated  areas  across  the  United  States.  The  Company  also  operates  more  than  150 
specialty  stores  under  the  names  “Aeropostale”  and  “Charter  Club”,  and  a  mail  order  catalog  business  under 
the  name  “Bloomingdale’s  By  Mail”. 

The  Company  acquired  Broadway  Stores,  Inc.  (“Broadway")  on  October  11,  1995  (the  “Broadway 
Merger  Date”)and  the  Company  is  continuing  the  integration  of  Broadway’s  businesses  with  the  business  of 
the  Company’s  other  subsidiaries.  The  results  of  operations  of  Broadway  have  been  included  in  the  Company’s 
results  of  operations  since  July  29,  1995,  The  Company  anticipates  that  a  number  of  the  stores  acquired  in  its 
acquisition  of  Broadway  will  be  disposed  of  and  that  Broadway’s  retained  department  stores  will  be  converted 
to  other  nameplates  of  the  Company.  As  of  the  date  of  this  report,  the  Company  has  sold  eight  of  these  stores, 
has  identified  certain  additional  stores  to  be  sold,  and  has  yet  to  make  a  determination  with  respect  to  certain 
other  stores. 

The  following  table  sets  forth  certain  information  with  respect  to  each  of  the  Company’s  retail  operating 
divisions:  .  :  -  ■ 

February 3,  1996 _  _ January  28,  1995. _ 

Gross  Gross 


Bloomingdale’s . . 

The  Bon  Marche . 

Broadway . 

Burdines . 

Macy’s  East  (b) . . 

Macy’s  West . . 

Rich’s /Lazarus /Goldsmith’s  . 

Stem’s . 

Macy’s  Specialty . 

Macy’s  Close-Out  (c)  . 

Total . . 
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(a)  Reflects  total  square  footage  of  store  locations,  including  office,  storage,  service  and  other  support  space 
that  is  not  dedicated  to  direct  merchandise  sales,  but  excluding  warehouses  and  distribution  terminals  not 
located  at  store  sites. 

(b)  During  1995,  six  stores  were  converted  to  Stem’s  and  one  store  was  converted  to  Bloomingdale’s, 

(c)  The  Company  closed  all  of  its  Macy’s  Close-Out  stores  during  1995. 

In  general,  each  of  the  Company’s  retail  operating  divisions  is  a  separate  subsidiary  of  the  Company. 
However,  (i)  the  Macy’s  West  division  comprises  two  separate  subsidiaries  of  the  Company  and,  following  its 
consolidation  with  the  Broadway  division,  will  comprise  three  separate  subsidiaries  of  the  Company,  and  (ii) 
the  Rich’s/Lazarus/Goldsmith’s  division  comprises  three  separate  subsidiaries  of  the  Company. 

The  Company  provides  electronic  data  processing  and  other  support  functions  to  its  retail  operating 
divisions  on  an  integrated,  Company- wide  basis.  In  addition,  the  Company’s  financial  and  credit  services 
subsidiary,  FACS  Group,  Inc.  (“FACS”),  which  is  based  near  Cincinnati,  Ohio,  establishes  and  monitors 
credit  policies  on  a  Company-wide  basis.  FACS  provides  proprietary  credit  services,  including  statement 
processing  and  mailing,  credit  authorizations,  new  account  development  and  processing,  and  customer  service 
and  collections,  to  each  of  the  retail  operating  divisions  that  were  divisions  of  Federated  prior  to  the  Merger  as 
well  as  the  subsequently  acquired  Broadway  division.  GE  Capital  Consumer  Card  Co.  (“GE  Credit”),  which 
in  1991  purchased  all  of  the  consumer  credit  card  accounts  originated  by  the  retail  operating  divisions  of 
Macy’s,  continues  to  provide  credit  services  to  the  retail  operating  divisions  that  were  divisions  of  Macy’s  prior 
to  the  Merger.  The  Company  and  GE  Credit  are  currently  engaged  in  negotiations  with  respect  to  possible 
modifications  to  the  contractual  arrangements  previously  entered  into  between  Macy’s  and  GE  Credit  with 
respect  to  such  services.  The  Company’s  data  processing  subsidiary,  Federated  Systems  Group,  Inc. 
(“FSG”),  which  is  based  near  Atlanta,  Georgia,  provides  operational  electronic  data  processing  and 
management  information  services  to  each  of  the  Company’s  retail  operating  divisions..  In  addition,  a 
specialized  staff  maintained  in  the  Company’s  corporate  offices  in  Cincinnati  provides  services  for  all  divisions 
in  such  areas  as  store  design  and  construction,  accounting,  real  estate,  insurance  and  supply  purchasing,  as  well 
as  various  other  corporate  office  functions.  FACS,  FSG,  a  specialized  service  subsidiary  and  certain 
departments  in  the  Company’s  corporate  offices  offer  their  services  to  unrelated  third  parties  as  well. 
Federated  Merchandising,  a  division  of  the  Company  based  in  New  York  City,  coordinates  the  team  buying 
process  which  enables  the  Company  to  centrally  develop  and  execute  consistent  Company-wide  merchandise 
strategies  while  retaining  the  ability  to  tailor  merchandise  assortments  and  merchandising  strategies  to  the 
particular  character  and  customer  base  of  the  Company’s  various  department  store  franchises.  Federated 
Product  Development,  a  division  of  the  Company  based  in  New  York  City,  is  responsible  for  the  private  label 
development  of  the  Company’s  retail  operating  divisions  except  for  Bloomingdale’s  (which  has  its  own  private 
label  program)  and  Stem’s  (which  sources  its  private  label  merchandise  through  Associated  Merchandising 
Corporation). 

The  Company  and  its  predecessors  have  been  operating  department  stores  since  1830.  Federated  was 
organized  as  a  Delaware  corporation  in  1929.  On  February  4,  1992,  Allied  Stores  Corporation  (“Allied”)  was 
merged  into  Federated.  On  May  26,  1994,  Federated  acquired  Joseph  Home  Co.,  Inc.  pursuant  to  a  subsidiary 
merger.  On  December  19,  1994,  Federated  acquired  Macy’s  pursuant  to  the  Merger.  On  October  11,  1995,  the 
Company  acquired  Broadway  pursuant  to  a  subsidiary  merger,  with  the  results  of  operations  of  Broadway 
being  included  in  the  Company’s  results  of  operations  since  July  29,  1995. 

Federated,  Allied  and  substantially  all  of  their  respective  subsidiaries  (collectively,  the  “Federated/Allied 
Companies”)  were  reorganized  under  chapter  11  of  the  United  States  Bankruptcy  Code  pursuant  to  a  plan  of 
reorganization  (the  “Federated  POR”)  which  became  effective  on  February  4, 1992.  Macy’s  and  substantially 
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Allen  I.  Questrom  has  been  Chairman  of  the  Board  and  Chief  Executive  Officer  of  the  Company  since 
February  1990;  prior  thereto,  he  was  President  and  Chief  Executive  Officer  of  the  Neiman-Marcus  division  of 
the  Neiman-Marcus  Group,  Inc.  from  September  1988  to  February  1990. 

James  M.  Zimmerman  has  been  President  and  Chief  Operating  Officer  of  the  Company  since  May  1988. 

Ronald  W.  Tysoe  has  been  Vice  Chairman  and  Chief  Financial  Officer  of  the  Company  since  April  1990; 
prior  thereto,  he  was  President  and  Treasurer  of  Federated  Stores,  Inc.  (“FSI”),  the  former  indirect  parent  of 
Federated,  from  1987  to  1992,  and  Chief  Financial  Officer  of  FSI  from  April  1990  to  February  1992. 

Thomas  G.  Cody  has  been  Executive  Vice  President  -  Legal  and  Human  Resources  of  the  Company 
since  May  1988. 

Dennis  J.  Broderick  has  been  Secretary  of  the  Company  since  July  1993  and;  Senior  Vice  President  and 
General  Counsel  of  the  Company  since  January  1990;  prior  thereto,  he  served  as  Vice  President  and  General 
Counsel  of  Allied  and  General  Counsel  of  the  Company  since  May  1988  and  Vice  President  of  the  Company, 
since  February  1987. 

John  E.  Brown  has  been  Senior  Vice  President  of  the  Company  since  September  1988  and  Controller  of 
the  Company  since  January  1992. 

Karen  M.  Hoguet  has  been  Senior  Vice  President  -  Planning  of  the  Company  since  April  1991  and 
Treasurer  of  the  Company  since  January  1992;  prior  thereto,  she  served  as  Vice  President  of  the  Company  and 
Allied  since  December  1988. 

Item  2.  Properties. 

The  properties  of  the  Company  consist  primarily  of  stores  and  related  retail  facilities,  including 
warehouses  and  distribution  centers.  The  Company  also  owns  or  leases  other  properties,  including  corporate 
office  space  in  New  York  and  Cincinnati  and  other  facilities  at  which  centralized  operational  support  functions 
are  conducted.  As  of  February  3,  1996,  the  Company  operated  412  department  stores,  of  which  205  stores 
were  entirely  or  mostly  owned  and  207  stores  were  entirely  or  mostly  leased.  The  Company’s  interests,  in 
approximately  29%  of  its  owned  stores  and  approximately  5%  of  its  leaked  stores  are  subject  to  security 
interests  in  favor  of  certain  third-party  creditors.  See  Note  10  to  the  Consolidated  Financial  Statements. 
Pursuant  to  various  shopping  center  agreements,  the  Company  is  obligated  to  operate  certain  stores  within  the 
centers  for  periods  of  up  to  20  years.  Some  of  these  agreements  require  that  the  stores  be  operated  under  a 
particular  name.  - 

See  “Item  1.  Business”  for  information  regarding  the  number  of  stores  and  total  gross  square  feet  (in 
thousands)  of  store  space,  operated  by  the  Company  as  of  the  end  of  each  of  the  last  two  fiscal,  years.  Such 
information  is  incorporated  herein  by  reference. 

Item  3.  Legal  Proceedings. 

The  Federated  POR  was  confirmed  by  the  United  States  Bankruptcy  Court  for  the  Southern  District  of 
Ohio,  Western  Division  ,  (the  “Ohio  Bankruptcy  Court”),  on  January  10,  1992.  Notwithstanding  the 
confirmation  and  effectiveness  of  the  Federated  POR,  the  Ohio  Bankruptcy  Court  continues  to  have 
jurisdiction  to  resolve  disputed  prepetition  claims  against  the  Federated/ Allied  Companies;  to  resolve  matters 
related  to  the  assumption,  assumption  and  assignment,  or  rejection  of  executory  contracts  pursuant  to  the 
Federated  POR;  and  to  resolve  other  matters*  that  may  arise  in  connection  with  or  relate  to  the  Federated 
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POR.  The  Company  believes  that  it  has  adequately  provided  for  the  resolution  of  all  bankruptcy  claims  and 
other  matters  related  to  the  Federated  POR  remaining  at  February  3,  1996. 

The  Macy’s  POR  was  confirmed  by  the  United  States  Bankruptcy  Court  for  the  Southern  District  of 
New  York  (the  “New  York  Bankruptcy  Court”)  on  December  8, 1994.  Notwithstanding  the  confirmation  and 
'  effectiveness  of  the  Macy’s  POR,  the  New  York  Bankruptcy  Court  continues  to  have  jurisdiction  to  resolve 
disputed  prepetition  claims  against  the  Macy’s  Debtors;  to  resolve  matters  related  to  the  assumption, 
assumption  and  assignment,  or  rejection  of  executory  contracts  pursuant  to  the  Macy’s  POR;  and  to  resolve 
other  matters  that  may  arise  in  connection  with  or  relate  to  the  Macy’s  POR.  Except  as  described  below, 
provision  was  made  under  the  Macy’s  POR  in  respect  of  all  prepetition  liabilities  of  the  Macy’s  Debtors, 

Certain  claims  or  portions  thereof  (the  “Cash  Payment  Claims”)  against  the  Macy’s  Debtors,  which,  to 
the  extent  allowed  by  the  New  York  Bankruptcy  Court  have  been  or  will  be  paid  in  cash  pursuant  to  the 
Macy’s  POR,  currently  are  disputed  by  the  Company.  The  aggregate  amount  of  disputed  Cash  Payment 
Claims  ultimately  allowed  by  the  New  York 'Bankruptcy  Court  may  be  more  or  less  than  the  estimated 
allowed  amount  thereof  developed  for  purposes  of  formulating  the  Macy’s  POR.  As  of  March  15,  1996,  the 
aggregate  face  amount  of  disputed  Cash  Payment  Claims  was  approximately  $293.6  million,  while  the 
estimated  allowed  amount  thereof  developed  for  purposes  of  formulating  the  Macy’s  POR  was  approximately 
$217.8  million.  Although .  there  can  be  no  assurance  with  respect  thereto,  the  Company  believes  that  the 
aggregate  allowed  amount  of  disputed  Cash  Payment  Claims  will  not  exceed  the  estimated  amount  thereof. 

The  Broadway  POR  was  confirmed  by  the  United  States  Bankruptcy  Court  for  the  Central  District  of 
California  (the  “California  Bankruptcy  Court”)  on  October  8,  1992.  Notwithstanding  the  confirmation  and 
effectiveness  of  the  Broadway  POR,  the  California  Bankruptcy  Court  continues  to  have  jurisdiction  to  resolve 
disputed  prepetition  claims  against  Broadway;  to  resolve  matters  related  to  the  assumption,  assumption  and 
assignment,  or  rejection  of  executory  contracts  pursuant  to  the  Broadway  POR;  and  to  resolve  other  matters 
that  may  arise  in  connection  with  or  relate  to  the  Broadway  POR.  The  Company  believes  that  it  has 
adequately  provided  for  the  resolution  of  all  bankruptcy  claims  and  other  matters  related  to  the  Broadway 
POR  remaining  at  February  3,  1996. 

In  connection  with  the  Federated  POR  and  the  reorganization  proceedings  of  FSI,  the  Internal  Revenue 
Service  (the  “IRS”)  audited  the  tax  returns  of  FSI  and  the  Federated /Allied  Companies  for  tax  years  1984 
through  1989  and  asserted  certain  claims  against  the  Federated/Allied  Companies  and  other  members  of  the 
FSI  consolidated  tax  group.  All  of  the  issues  raised  by  the  IRS  audit  have  been  resolved  except  for  an  issue 
involving  the  deductibility  of  approximately  $176.3  million  of  so-called  “break-up  fees.”  This  issue  was 
resolved  in  favor  of  the  Federated/ Allied  Companies  by  the  Ohio  Bankruptcy  Court,  the  decision  of  which 
was  affirmed  by  the  United  States  District  Court  for  the  Southern  District  of  Ohio.  Thereafter,  the  IRS  filed 
an  appeal  of  such  decision  in  the  United  States  Court  of  Appeals  for  the  Sixth  Circuit,  where  such  appeal  is 
currently  pending.  Although  there  can  be  no  assurance  with  respect  thereto,  the  Company  does  not  expect  that 
the  ultimate  resolution  of  this  issue  will  have  a  material  adverse  effect  on  the  Company’s  financial  position  or 
results  of  operations. 

On  January  5,  1996,  the  Company  reached  a  settlement  with  the  IRS  with  respect  to  certain  disputes 
relating  to  certain  deductions  claimed  and  certain  loss  carryforwards  utilized  by  Federated  and  its  predeces¬ 
sors.  See  Note  12  to  the  Consolidated  Financial  Statements. 

The  office  of  the  Attorney  General  of  the  State  of  California  has  advised  the  Company  that  it  is  reviewing 
the  competitive  effects  of  the  Company’s  acquisition  of  Broadway.  The  Company  is  cooperating  with  the 
Office  of  the  Attorney  General  in  the  review.  There  can  be  no  assurance  as  to  the  outcome  of  the  review. 
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The  Company  and  its  subsidiaries  are  also  involved  in.  various  proceedings  that  are  incidental  to  the 
normal  course  of  their  businesses.  The  Company  does  not  expect  that  any  of  such  proceedings  will  have  a 
material  adverse  effect  on  the  Company’s  financial  position  or  results  of  operations. 

Item  4.  Submission  of  Matters  to  a  Vote  of  Security-Holders. 

None. 

PART  II 

Item  5.  Market  for  Registrant’s  Common  Equity  and  Related  Stockholder  Matters. 

The  Common  Stock  is  listed  on  the  New  York  Stock  Exchange  (the  “NYSE”)  under  the  trading  symbol 
“FD.”  The  following  table  sets  forth  for  each  fiscal  quarter  during  1995  and  1994  the  high  and  low  sales  prices 
per  share  of  Common  Stock  as  reported  on  the  NYSE  Composite  Tape: 


1995 _  .  1994 

Low  High  Low  High 

1st  Quarter . 18.500  23.125  20.750  25.250 

2nd  Quarter. , .  . . ; . .  20.875  28.125  19.000  22.750 

3rd  Quarter . . 24.500  30,125  18.750  23.625. 

4th  Quarter . 25.000  29.750  17,875  20.875 


The  Company  has  not  paid  any  dividends  on  its  Common  Stock  during  its  two  most  recent  fiscal  years, 
and  does  not  anticipate  paying  any  dividends  on  the  Common  Stock  in  the  foreseeable  future.  In  addition,  the 
covenants  in  certain  debt  instruments  to  which  the  Company  is  a  party  restrict  the  ability  of  the  Company  to 
pay  dividends. 
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Item  6.  Selected  Financial  Data 

The  selected  financial  data  set  forth  below  should  be  read  in  conjunction  with  the  Consolidated  Financial 

Statements  and  the  notes  thereto  and  the  other  information  contained  elsewhere  in 

this  report. 

53  Weeks 

52  Weeks 

52  Weeks 

52  Weeks 

52  Weeks 

Ended 

Ended 

Ended . 

Ended 

Ended 

February  3, 

January  28, 

January  29, 

January  30, 

February  1, 

1996 

1995 

1994 

1993 

(thousands,  except  per  share  data) 
Consolidated  Statement  of  Operations 

Data  (a): 

Net  sales,  including  leased  department 

$15,048,513 

$  8,315,877 

$7,229,406 

$7,079,941 

$  6,932,323  j 

Cost  of  sales . 

9,317,784 

5,131,363 

4,373,941 

4,229,396 

4,202,223 

Selling,  general  and  administrative 
expenses . . . 

4,748,331 

.  2,549,122 

2,323,546 

2,420,684 

2,463,128 

Business  integration  and  consolidation 
expenses . . . v - 

293,930 

85,867 

- 

- 

- 

Charitable  contribution  to  Federated 
Department  Stores  Foundation . 

25,581 

__ 

_ 

__ 

Operating  income  . . . . . . . 

662,887 

549,525 

531,919 

429,861 

266,972 

Interest  expense  (b)  . . . 

(508,132) 

(262,115) 

(213,544) 

(258,211) 

(504,257) 

47,104 

43,874 

49,405 

60,357 

67,2.60 

Income  (loss)  before  reorganization 

items,  income  taxes,  extraordinary 
items  and  cumulative  effect  of  change 
in  accounting  principle . . 

201,859 

331,284 

367,780 

232,007 

(170,025) 

Reorganization  items  (c)  . . . 

— 

.  — 

—  . 

(1,679,936) 

Federal,  state  and  local  income  tax 
(expense)  benefit  . . . . . . 

(127,306) 

(143,668) 

(170,987) 

(99,299) 

613,989 

Extraordinary  items  (d)  . . . . 

.  — 

■  — 

■  (3,545) 

(19,699) 

2,165,515 

Cumulative  effect  of  change  in 

_ 

_ 

(93,151)  ] 

Net  income . . . . 

$  74,553 

$  187,616 

$  193,248 

$  113,009 

$  836,392 

Earnings  per  Share  of  Common  Stock  (f): 

$  1.19 

Income  before  extraordinary  items - - - 

$  .39 

$  1.41 

$  1.56 

$  .  —  j 

Net  income . . . . 

.39 

1.41 

1.53 

1.01 

Average  number  of  shares  outstanding  (f) 

191,503 

132,862 

126,293 

111,350  ' 

— 

Depreciation  and  amortization . 

$  496,911 

$  285,861 

$  229,781 

$  230,124 

$  260,884 

Capital  expenditures . . . 

$  699,306 

$  397,664 

$  312,960 

$  207,931 

$  '201,631 

Balance  Sheet  Data  (at  year  end): 

Cash . . 

$  172,518 

$  206,490 

$  222,428 

$  566,984 

$  1,002,482 

Working  capital . . 

3,262,296 

2,375,654 

1,967,569 

2,227,336 

1,923,812 

Total  assets . 

14,295,050 

12,276,990 

7,419,427 

7,019,770 

7,501,145 

Short-term  debt . 

733,115 

463,042 

10,099 

12,944 

771,605 

Long-term  debt . 

5,632,232 

4,529,220 

2,786,724 

2,809,757 

3,176,687 

Shareholders’  equity . 

4,273,686 

3,639,610 

2,278,244 

2,074,980 

1,454,132 

1  fa)  As  a  result  of  the  Company’s  emergence  from  bankrupt 

;y  and  its  adoption  of  fresh-stai 

1  reporting  as  of  February  1,  j 

1992,  the  Company’s  Consolidated  Statements  of  Operations  for  periods  after  February  1, 1992  are  not 

:  7. 

comparable  to 
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the  Consolidated  Statement  of  Operations  for  the  period  ended  February  1,  1992  and  therefore  are  separated  by  a 
black  line. 

b)  Excludes  interest  on  unsecured  prepetition  indebtedness  of  $301,576,000  for  1991. 

c)  Reflects  the  net  expense  incurred  in  connection  with  the  Chapter  11  reorganization  of  the  Federated/ Allied 
Companies. 

d)  The  extraordinary  item  for  1993  is  described  in  Note  4  to  the  Consolidated  Financial  Statements.  The  extraordinary 
items  for  1992  were  after-tax  expenses  associated  with  debt  prepayments.  The  extraordinary  item  for  1991  was  a  gain 
resulting  from  the  discharge  of  prepetition  claims  pursuant  to  the  Federated  POR. 

e)  Reflects  the  cumulative  effect  of  the  adoption  of  SFAS  No.  106,  “Employers’  Accounting  for  Postretirement  Benefits 
other  than  Pensions,”  as  of  February  1,  1992. 

f)  Per  share  and  share  data  are  not  presented  for  the  period  during  which  there  were  no  publicly  held  shares  of  common 
stock  of  the  Company. 

Item  7.  Management’s  Discussion  and  Analysis  of  Financial  Condition  and  Results  of  Operations 

The  Company  acquired  Macy’s  on  December  19,  1994  and  effected  other  acquisitions  (and  dispositions) 
during  its  1994  fiscal  year.  Additionally,  in  its  1995  fiscal  year,  the  Company  acquired  Broadway  and  recorded 
the  acquisition  as  of  July  29,  1995.  Under  the  purchase  method  of  accounting,  the  assets,  liabilities  and  results 
of  operations  associated  with  such  acquired  businesses  have  been  included  in  the  Company’s  financial  position 
and  results  of  operations  since  the  respective  dates  of  acquisition.  Accordingly,  the  financial  position  and 
results  of  operations  of  the  Company  presented  and  discussed  herein  are  generally  not  directly  comparable 
between  the  periods  presented.  The  following  discussion  should  be  read  in  conjunction  with  the  Consolidated 
Financial  Statements  and  the  notes  thereto  contained  elsewhere  in  this  report. 

Results  of  Operations 

Comparison  of  the  53  Weeks  Ended  February  3,  1996  and  the  52  Weeks  Ended  January  28,  1995.  Net 
sales  for  1995  were  $15,048.5  million  compared  to  $8,315.9  million  for  1994,  an  increase  of  81.0%.  Including 
sales  of  the  Macy’s  stores  that  were  open  throughout  both  periods  being  compared,  and  adjusting  for  the 
impact  of  the  53rd  week  in  1995,  comparable  store  sales  increased  2.7%  in  1995.  Net  sales  for  1995  includes 
$1,050.3  million  of  Broadway  sales. 

Cost  of  sales  was  61.9%  of  net  sales  for  1995,  compared  to  61.7%  for  1994.  Cost  of  sales  was  negatively 
impacted  by  markdowns  at  stores  added  through  the  Broadway  acquisition.  Excluding  these  stores,  cost  of 
sales  would  have  been  61.3%  of  net  sales  in  1995,  The  valuation  of  merchandise  inventory  on  the  last-in, 
first-out  basis  did  not  impact  cost  of  sales  in  1995  and  resulted  in  a  credit  of  $1 1.3  million  to  cost  of  sales  in 
1994. 

Selling,  general  and  administrative  expenses  were  31.6%  of  net  sales  for  1995,  compared  to  30.7%  for 
1994.  Because  the  credit  card  programs  relating  to  Macy’s  are  owned  by  a  third  party,  revenue  from  credit 
operations  decreased  as  a  percentage  of  sales.  Because  selling,  general  and  administrative  expenses  are 
reported  net  of  revenue  from  credit  operations,  such  decrease  was  the  major  factor  contributing  to  the  increase 
in  the  selling,  general  and  administrative  expense  rate  and  more  than  offset  the  Company’s  improved  expense 
control.  In  addition,  operating  expenses  were  reduced  by  $23.8  million  in  1994  as  a  result  of  an  adjustment  for 
the  favorable  settlement  of  bankruptcy  claims. 

Business  integration  and  consolidation  expenses  for  1995  consisted  of  $208.9  million  associated  with  the 
integration  of  Macy’s  into  the  Company,  $36.9  million  related  to  the  consolidation  of  the  Company’s 
Rich’s/Goldsmith’s  and  Lazarus  divisions  and  $48.1  million  related  to  the  integration  of  Broadway  into  the 
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Company.  The  .  Company  expects  to  incur  in  fiscal  1996  approximately  $300.0  million  of  additional  business 
integration  and  consolidation,  expenses,  principally  as  a  result  of  the  Broadway  acquisition. 

Business  integration  and  consolidation  expenses  for  1994  consisted  of  $27.0  million  associated  with  the 
integration  of  10  former  Home’s  stores  into  the  Company,  $45.8  million  associated  with  the  integration  of 
Macy’s  into:  the  Company  and  $13.1  million:  of  severance  charges  related  to:  the  consolidation  of  the 
Company’s  Rich’s /Goldsmith’s  and  Lazarus  divisions. 

Net  interest  expense  was  $461.0  million  for  1995,  compared  to  $218.2  million  for  1994.  The  higher 
interest  expense  in  1995  is  principally  due  to  the  higher  levels  of  borrowings  resulting  from  the  Macy’s  and 
Broadway  acquisitions.  Cash  interest  payments,  net  of  interest  received,  were  $398.0  million  for  1995 
compared  to  $166.8  million  for  1994. 

The  Company’s  effective  income  tax  rate  of  63.1%  for  1995.  differs  from  the  federal  income  tax  statutory 
rate  of  35.0%  principally  because  of  permanent  differences  arising  from  the  non-deductibility  of  approximately 
$65.0  million  pf  losses  of  Broadway  and  the  amortization  of  intangible  assets,  and  the  effect  of  state  and  local 
income  taxes.  *?  ‘ 

Management  believes  that  .the.  turnaround  of  existing  deferred  tax  liabilities  and  tax  planning  strategies 
will  generate  sufficient  taxable  income  in  future  periods  such  that  it  is  more  likely  than  not  that  the  gross 
deferred  tax  assets  at  the  end  of  1995  will  be  realized.  Management  evaluates  the  realizability  of  deferred  tax 
assets  quarterly.  .  /■  ■/..  ■■ 

Comparison  of  the  52  Weeks  Ended.  January  28,  1995  and  January  29,  1994,  Net  sales  for  1994  were 
$8,315.9  million,  compared  to  $7,229.4  million  for  1993,  an  increase  of  15.0%.  During  1994,  the  Company 
added.  142  department  stores  and  more  than  135  specialty  and  clearance  stores  and  closed  six  department 
stores.  Of  the  142.  department  stores  added,  121  were  added  as  a  result  of  the  acquisition  of  Macy’s,  and  10 
were  added  as  a  result  of  the  acquisition  of  Home’s.  All  of  the  specialty  and  clearance  stores  were  added 
through  the  Macy’s  acquisition.  On  a  comparable  store  basis,  net  sales  increased  3.1%. 

Cost  of  sales  was  61. 7% .of  net  sales  for  1994,  compared  to  60.5%  for  1993.  The  increase  reflected  the 
impact  of  higher  levels  of  markdowns  taken  to  offer  more  value  to  customers  consistent  with  the  competitive 
environment  and  to  keep  in-store  inventories  fresh  and  fashion-current.  Cost  of  sales  included  a  credit  of 
$11.3  millipn  in  1994,  compared  to  a  charge  of  $2.8  million  in  1993,  resulting  from  the  valuation  of 
merchandise  inventory  on  the  last-in,  first-out  basis.  .  . 

Selling,  general  and  administrative  expenses  were  30.7%  of  net  sales  for  1994,  compared  to  32.1%  for 
1993.  The  decrease  reflected  the  continued  emphasis  on  controlling  expenses,  enhanced  efficiencies  and 
.productivity  respiting  from  the; Company’s  on-going  investments  in  retail  technology,  and  increased  revenue 
from  credit  operations  resulting  from  higher;  accounts  receivable  balances  in  1994.  In  addition,,  operating 
expenses  were  reduced  by  $23.8  million  in  1994  and  $24.0  million  in  1993  as  a  result  of  adjustments  for  the 
favorable  settlement  of  disputed  bankruptcy  claims. 

’/Business  integration  and  consolidation  expenses  for  1994  consisted  of  $27.0  million  associated  with  the 
integration  of  TO  former  Home’s  stores  into  the  Company,  $45.8  million  associated’ with  the  integration  of 
Macy’s  into  the  Company  and  $13.1  million  of  severance  charges  related  to  the  consolidation  of  the 
Company’s  Rich’s/ Goldsmith’s  and  Lazarus  divisions. 

Net.  interest- expense  was  $218.2  million  for  1994,  compared  to  $164.1  million  for  1993.  The  higher 
interest  expense  in  1994  was  principally  due  to  the  higher  levels  of  borrowings  incurred  in  connection  with  the 
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acquisition  of  Macy’s,  including  the  issuance  of  a  $340.0  million  promissory  note  on  December  31,  1993  to 
fund  the  Company’s  initial:  investment  in  Macy’s.  Cash  interest,  payments,  net  of  interest  received,  were 
$166.8  million  for  1994  compared  to  $136.6  million  for  1993. 

The  Company’s  effective  income  tax  rate  of  43.4%  for  1994  differed  from  the  federal  income  tax  statutory 
rate  of  35.0%  principally  because  of  state  and  local  income  taxes  and  permanent  differences  arising  from  the 
amortization  of  intangible  assets. 

The  extraordinary  item  of  $3.5  million  in  1993  related  to  the  after-tax  expenses  associated  with  debt 
prepayments.  . 

Liquidity  and  Capital  Resources 

The  Company’s  principal  sources  of  liquidity  are  cash  on  hand,  cash  from  operations  and  certain  available 
credit  facilities. 

Net  cash  provided  by  operating  activities  in  1995  was  $294-5  million,  an  increase  of  $133.0  million  from 
the  net  cash  provided  by  operating  activities  in  1994  of  $161.5  million.  The  primary  factors  which  contributed 
to  this  increase  were  lower  increases  in  accounts  receivable  balances  and  higher  operating  income  partially 
offset  by  increased  merchandise  inventories  (as  compared  to  a  decrease  in  1994)  and  increased  payments  of 
non- merchandise  accounts  payable.  The  higher  accounts  receivable,  balances  in  1994  were  generated  by 
increases  in  proprietary  credit  sales  and  a  Company  policy  change  to  lower  its  minimum  monthly  payment 
requirement.  The  increased  operating  income  reflects  the  impact  of  the  Macy’s  acquisition.  The  increased 
payments  of  non- merchandise  accounts  payable  reflect  the  payment  of  Macy’s  merger-related  liabilities. 

The  Company  is  a  party  to  abank  credit  facility  providing  for  up  to  $800.0  million  of  term  borrowings  and. 
up  to  $2,000.0  million  of  revolving  credit  borrowings  (including  a  $500.0  million  letter  of  credit  subfacility).. 
The  Company  also  has  in  effect  a  facility  to  finance  its  customer  accounts  receivable  which  provides  for, 
among  other  things,  the  issuance  from  time  to  time  of  up  to  $375.0  million  of  receivables  backed  commercial 
paper.  As  of  February  3,  1996,  the  Company  had  $800.0  million  of  term  borrowings,  $840.0  million  of 
revolving  credit  borrowings,  $86.5  million  of  standby  letters  of  credit  and  $116.2  million  of  trade  letters  of 
credit  outstanding  under  its  bank  credit  facility  and  $117.0  million  of  commercial  paper  borrowings 
outstanding  under  its  receivables  backed  commercial  paper  facility.  In  addition,  there  was  $386.5  million  of 
commercial  paper  borrowings  outstanding  under  a  Broadway  receivables  backed  commercial  paper  facility 
which  will  expire  in  1996. 

Net  cash  provided  by  the  Company  for  all  financing  activities  was  $304.8  million  in  1995  compared  to 
$776.1  million  in  1994.  During  1995,  the  Company  incurred  debt  totaling  $1,347.1  million  and  repaid  debt 
totaling  $1,020.1  million.  Debt  incurred  consisted  of  $597.1  million  of  receivables  backed  certificates, 
$400.0  million  of  8.125%  Senior  Notes  due  2002  and  $350.0  million  of  5.0%  Convertible  Subordinated  Notes 
due  2003.  The  major  components  of  debt  repaid  were  $307.4  million  of  Senior  Convertible  Discount  Notes 
due  2004,  $347.7  million  of  short-term  debt  ($104.8  million  under  Broadway’s  working  capital  and  receivables 
financing  facilities  and  $242,9  million  under  the  Company’s  bank  credit  facility  and  commercial  paper 
facility),  $101.5  million  of  the  Company’s  subsidiary  trade  obligations  and  $142.0  million  of  Broadway’s.  6.25% 
Convertible  Senior  Subordinated  Notes  Due  2000. 

Net  cash  used  in  investing  activities  was  $633.2  million  in  1995  compared  to  $953.5  million  in  1994.  In 
1995,  capital  expenditures  for  property  and  equipment  were  $696.5  million,  and  the  Company  added 
$16.3  million  in  cash  as  a  result  of  the  acquisition  of  Broadway.  The  total  purchase  price  for  Broadway, 
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consisting  solely  of  non-cash  items,  was  $1,620.0  million..  In  1994,  $575.4  million  of  cash  was  invested  in 
connection  with  acquisitions  of  Macy’s  and  Home’s  and  $386.8  million  was  invested  in  property  and 
equipment.  The  total  purchase  prices,  including  noncash  items,  for  the  acquisitions  of  Macy’s  and  Home’s 
were  $3,815.9  million  and  $116.0  million,  respectively.  . 

The  Company’s  budgeted  capital  expenditures  are  approximately  $2,300.0  million  for  the  1996  to  1998 
period.  Management  presently  anticipates  funding  such  expenditures  from  operations.  However,  depending 
upon  conditions  in  the  capital  and  other  financial  markets  and  other  factors,  the  Company  may  from  time  to 
time  consider  the  issuance  of  debt  or  other  securities,  the  proceeds  of  which  could  be  used  to  fund  capital 
expenditures  or  for  other  corporate  purposes. 

Management  believes  the  department  store  business  will  continue  to  consolidate.  Accordingly,  the 
Company  intends  from  time  to  time  to  consider  additional  acquisitions  of  department  store  assets  and 
companies. 

Management  of  the  Company  believes  that,  with  respect  to  its  current  operations,  cash  on  hand  and  funds 
from  operations,  together  with  its  credit  facilities,  will  be  sufficient  to  cover  its  reasonably  foreseeable  working 
capital,  capital  expenditure  and  debt  service  requirements.  Acquisition  transactions,  if  any,  are  expected  to  be 
financed  through  a  combination  of  cash  on  hand  and  from  operations  and  the  possible  issuance  from  time  to 
time  of  long-term  debt  or  other  securities.  Depending  upon  conditions  in  the  capital  markets  and  other  factors, 
the  Company  will  from  time  to  time  consider  other  possible  capital  markets  transactions,  including  the 
refinancing  of  indebtedness. 

Item  8.  Consolidated  Financial  Statements  and  Supplementary  Data. 

Information  called  for  by  this  item  is  set  forth  in  the  Company’s  Consolidated  Financial  Statements  and 
supplementary  data  contained  in  this  report  and  is  incorporated  herein  by  this  reference.  Specific  financial 
statements  and  supplementary  data  can  be  found  at  the  pages  listed  in  the  following  index. 

Management’s  Report  . . . . 

Independent  Auditors’.  Report ....... - *,.»■ . , . ; . .... ... _ ..... , . . . . , . . . . .  . . . . , . .... 

Consolidated  Statements  of  Income  for  the  53  weeks  ended  February  3,  1996  and  the  52  weeks 

ended  January  28,  1995  and  January  29,  1994  . . . 

Consolidated  Balance  Sheets  at  February  3,  1996  and  January  28,  1995  . .  . . . . 

Consolidated  Statements  of  Cash  Flows  for  the  53  weeks  ended  February  3,  1996  and  the 

52  weeks  ended  January  28,  1995  and  January  29,1994. _ _ _ _ _ . .  . . _ _ _ _ _ _ _ _ 

Notes  to  Consolidated  Financial  Statements . . 

Item  9.  Changes  in  and  Disagreements  with  Accountants  on  Accounting  and  Financial  Disclosure. 

None. 
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Exhibit  Number  >  Description 


Document  if  Incorporated  by  Reference 


2.2 

2.2.1 

2.3 


2.5 


2.6 


2.6.1 


3.1 


3.2 

4.1 

4.2 

4.3 


Second  Amended  Joint  Plan  of  Reorgani¬ 
zation  of  Macy’s  and  Certain  of  Its  Subsid¬ 
iaries 

Modifications  to  the  Second  Amended 
Joint  Plan  of  Reorganization  of  Macy’s  and 
Certain  of  Its  Subsidiaries 
Findings  of  Fact,  Conclusions  of  Law  and 
Order  Confirming  Second  Amended  Joint 
Plan  of  Reorganization  of  Macy’s  and  Cer¬ 
tain  of  Its  Subsidiaries,  as  Modified 
Agreement  and  Plan  of  Merger,  dated  as  of 
August  14,  1995,  among  Broadway,  the 
Company,  and  Newco 

Stock  Agreement,  dated  as  of  August  14, 
1995,  between  the  Company  and 
Zell  /Chil  mark 

Purchase  Agreement,  dated  as  of  Au¬ 
gust  14,  1995,  among  Prudential  Insurance 
Company  of  America  (“Prudential”),  the 
Company,  and  Federated  Noteholding 
Corporation  II  (“FNC  II”) 

Note  Amendment  Agreement,  dated  as  of 
November  1,  1995,  among  Prudential, 
FNC  II  and  the  Company 

Certificate  of  Incorporation 


Certificate  of  Designations  of  Series  A 
Junior  Participating  Preferred  Stock 
By-Laws 

Certificate  of  Incorporation 
By-Laws 

Rights  Agreement,  dated  as  of  Decem¬ 
ber  15,  1994,  between  the  Company  and 
the  Bank  of  New  York,  as  rights  agent 
Indenture,  dated  as  of  December  15,  1994, 
between  the  Company  and  State  Street 
Bank  and  Trust  Company  (successor  to 
The  First  National  Bank  of  Boston),  as 
Trustee  ; 


Exhibit  2.2  to  the  1994  S-4  Registration 
Statement 

Exhibit  2.1.1  to  the  Current  Report  on 
Form  8-K  (File  No.  1-13536)  filed  on 
January  3,  1995  (the  “1995  Form  8-K”) 
Exhibit  2.1.2  of  the  1995  Form  8-K 


Exhibit  2.1  to  the  Registration  Statement 
on  Form  S-4  (Registration  No.  33-62077) 
filed  on  September  8,  1995  (the  “1995  S-4 
Registration  Statement”) 

Exhibit  to  Schedule  13  D,  dated  August  14, 
1995,  relating  to  the  common  stock  of 
Broadway 

Exhibit  10.3  to  the  Quarterly  Report  on 
Form  10-Q  fof  the  period  ended  July  29, 
1995 


Exhibit  10.1  to  the  Quarterly  Report  on 
Form  10-Q  for  the  period  ended  Octo¬ 
ber  28,  1995  (the  “October  1995 
Form  10-Q”) 

Exhibit  3.1  to  the  Annual  Report  on 
Form  10-K  for  the  fiscal  year  ended  Janu¬ 
ary  28,  1995  (the  “1994  Form  10-K”) 
Exhibit  3.1.1  to  the  1994  Form  10-K 

Exhibit  3:2  to  the  1994  Form  10-K 
See  Exhibit  3.1 
See  Exhibit  3.2 

Exhibit  4.3  .  to  the  1994  Form  10-K 

Exhibit  4.1  to  the  Registration  Statement 
on  Form  S-3  (Registration  No.  33-88328) 
filed  on  January  9,  1995  (the  “S-3  Regis¬ 
tration  Statement”) 
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umber  Description  Document  if  Incorporated  by  Reference 

4.4.1  Third  Supplemental  Indenture,  dated  as  of  Exhibit  4.4.1  to  the  1994  Form  10-K 
January  23,  1995,  between  the  Company 

and  State  Street  Bank  and  Trust  Company 
(successor  to  The  First  National  Bank  of 
Boston),  as  Trustee 

4.4.2  Fourth  Supplemental  Indenture,  dated  as  Exhibit  4.2  to  the  Company’s  Registration 
of  September  27,  1995,  between  the  Com-  Statement  on  Form  8-A,  dated  Novem- 
pany  and  State  Street  Bank  and  Trust  ber  29,  1995 

Company  (successor  to  The  First  National 
Bank  of  Boston),  as  Trustee 

4.4.3  Fifth  Supplemental  Indenture,  dated  as  of  Exhibit  2  to  the  Company’s  Registration 
October  6,  1995,  between  the  Company  Statement  on  Form  8-A,  dated  October  4, 
and  State  Street  Bank  and  Trust  Company  1995 

(successor  to  The  First  National  Bank  of 
Boston),  as  Trustee 

4.4.4  Sixth  SupplementalTndenture,  dated  as  of 
February  1,  1996,  between  the  Company 
and  State  Street  Bank  and  Trust  Company 
(successor  to  The  First  National  Bank  of 
Boston),  as  Trustee 

4.5  Series  C  Warrant  Agreement  Exhibit  4.6  to  the  1994  Form  10-K 

4.6  Series  D  Warrant  Agreement  Exhibit  4.7  to  the  1994  Form  10-K 

4.7  Warrant  Agreement  Exhibit  4.1  to  Broadway’s  Annual  Report 

on  Form  10-K  (File  No.  1-8765)  for  the 
fiscal  year  ended  January  30,  1993  (the 
“Broadway  1992  Form  10-K”) 

4.7.1  Letter  Agreement,  dated  October  11,  1995,  Exhibit  4.5.1  to  the  October  1995 

between  Broadway  and  The  Bank  of  New  Form  10-Q 
York 

4.8  Series  B  Warrant  Agreement  Exhibit  10.7  to  the  Registration  Statement 

on  Form  10  (File  No.  1-10951),  filed  No¬ 
vember  27,  1991,  as  amended  (the 
“Form  10”) 

4.9  Series  E  Warrant  Agreement 

10.1  Credit  Agreement,  dated  as  of  Decern-  Exhibit  10.3  to  the  1994  Form  10-K 
ber  19,  1994,  among  the  Company,  Ci¬ 
tibank,  N.A.,  Chemical  Bank,  Citicorp 

Securities,  Inc.,  Chemical  Securities,  Inc. 
and  the  initial  lenders  named  therein  (the 
“Working  Capital  Credit  Agreement”) 

10.1.1  Amendment  #2  and  Waiver,  dated  as  of  Exhibit  10.5  to  the  October  1995 
August  30,  1995,  to  the  Working  Capital  Form  10-Q 

Credit  Agreement 
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Description  Documen 

10.2  Loan  Agreement,  dated  as  of  Decern-  Exhibit  10.12  to  Allied’s  Annual  Report  on 

ber  30,  1987  (the  “Prudential  Loan  Agree-  Form  10-K  (File  No.  1-970)  for  the  fiscal 
ment”),  among  Prudential,  Allied  Stores  year  ended  January  2,  1988 
Corporation  (“Allied”),  and  certain  sub¬ 
sidiaries  of  Allied  named  therein 

10.2.1  Amendment  No.  1,  dated  as  , of  Decem-  Exhibit  10,9.1  to  Form  10 
ber  29,  1988,  to  the  Prudential  Loan 

Agreement 

10.2.2  Amendment  No.  2,  dated  as  of  Novem-  Exhibit  10.9.2  to  Form  10 
ber  17,  1989,  to  the  Prudential  Loan 

Agreement 

10.2.3  Amendment  No.  3,  dated  as  of  February  5,  Exhibit  10.9.3  to  Form  10 
1992,  to  the  Prudential  Loan  Agreement 

10.3  Loan  Agreement,  dated  as  of  May  26,  1994  Exhibit  10.47  to  the  1994  S-4  Registration 
(the  “Lazarus  PA  Mortgage  Term  Loan”),  Statement 

among  Lazarus  PA  (formerly  Joseph 
Home  Co.,  Inc.),  the  banks  listed  thereon, 
and  PNC  Bank,  Ohio,  National  Associa¬ 
tion,  as  Agent  (“PNC”) 

10.3.1  First  Amendment  to  the  Lazarus  PA  Mort-  Exhibit  10.6  to  the  October  1995 

gage  Term  Loan  Form  10-Q 

10.4  Guaranty  Agreement,  dated  as  of  May  26,  Exhibit  10.48  to  the  1994  S-4  Registration 
1994,  made  by  the  Company  in  favor  of  the  Statement  . 

banks  listed  on  the  Lazarus  PA  Mortgage  ' 

Temi  Loan  and  PNC 

10.4.1  Amendment  #1  to  Guaranty  Agreement,  Exhibit  10.7.1  to  the  1994  Form  10-K 
dated  as  of  February  28,  1995,  made  by  the 

Company  in  favor  of  the  banks  listed  on  the 
Lazarus  PA  Mortgage  Term  Loan  and 
PNC 

10.5  Amended  and  Restated  Term  Loan  Agree-  Exhibit  4.23  to  the  Broadway’s  Annual 
ment,  dated  as  of  October  8,  1992,  by  and  Report  on  Form  10-K  (File  No.  1-8765) 
among  the  Banks  party  thereto.  Bank  of  for  the  fiscal  year  ended  January  30,  1993, 
America  National  Trust  and  Savings  Asso-  as  amended  (the  “Broadway  1992  10-K”) 
ciation  as  Agent  for  Banks  and  Carter 

Hawley  Hale  Stores,  Inc. 

10.5.1  Master  Capitalized  Interest  Note,  dated  as  Exhibit  4.24  to  the  Broadway  1992  10-K 
of  October  8,  1992,  in  favor  of  Bank  of 

America  National  Trust  and  Savings  Asso¬ 
ciation  as  Agent  for  certain  banks  in  the 
amount  of  $10,750,830.46 
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Description 

Document  if  Incorporated  by  Reference 

10.7 

Assumption  Agreement  under  the  Pooling 
and  Servicing  Agreement,  dated  as  of  Sep¬ 
tember  15,  1993 

Exhibit  10.10.3  to  the  1993  Form  10-K 

10.8 

Series  1992-1  Supplement,  dated  as  of  De¬ 

Exhibit  4.6  to  Prime’s  Registration  State- 

cember  15,  1992,  to  the  Pooling  and  Ser¬ 

:  ment  on  Form  8-A,  filed  January  22,  1993, 

vicing  Agreement 

as  amended.  (“Prime’s  Form  8-A”) 

10.9 

Series  1992-2  Supplement,  dated  as  of  De¬ 
cember  15,  1992,  to  the  Pooling  and  Ser¬ 
vicing  Agreement 

Exhibit  4.7  to  Prime’s  Form  8-A 

10.10 

Series  1992-3  Supplement,  dated  as  of  Jan¬ 

Exhibit  4.8  to  Prime’s  Current  Report  on 

uary  5,  1993,  to  the  Pooling  and  Servicing 

Form  8-K  (File  No.  0-2118),  dated  Janu¬ 

Agreement 

ary  29,  1993 

10.11 

Series  1995-1  Supplement,  dated  as  of  July 

Exhibit  4.7  to  Prime’s  Registration  State¬ 

27,  1995,  to  the  Pooling  and  Servicing 

ment  on  Form  S-l,  filed  July  14,  1995,  as 

Agreement 

amended 

10.12 

Receivables  Purchase  Agreement,  dated  as 
of  December  15,  1992  (the  “Receivables 
Purchase  Agreement”),  among  Abraham 
&  Straus,  Inc.,  Bloomingdale’s,  Inc., 
Burdines,  Inc.,  Jordan  Marsh  Stores  Cor¬ 
poration,  Lazarus,  Inc.,  Rich’s  Department 
Stores,  Inc.,  Stem’s  Department  Stores, 
Inc.,  The  Bon,  Inc.,  and  Prime 

Exhibit  10.2  to  Prime’s  Form  8-A 

10.12.1 

First  Amendment,  dated  as  of  June  23, 
1993,  to  the  Receivables  Purchase  Agree¬ 

Exhibit  10.14.1  to  1993  Form  10-K 

ment 

10.12.2 

Second  Amendment,  dated  as  of  Decem¬ 
ber  I,  1993,  to  the  Receivables  Purchase 
Agreement 

Exhibit  10.14.2  to  1993  Form  10-K 

10.12.3 

Third  Amendment,  dated  as  of  February 
28,  1994,  to  the  Receivables  Purchase 
Agreement 

Exhibit  10.14.3  to  1993  Form  10-K 

10.12.4 

Fourth  Amendment,  dated  as  of  May  31, 
1994,  to  the  Receivables  Purchase  Agree¬ 

Exhibit  10.13.4  to  the  1994  Form  10-K  j 

ment 

10.12.5 

Fifth  Amendment,  dated  as  of  April  30, 
1995,  to  the  Receivables  Purchase  Agree¬ 

ment 

10.12.6 

First  Supplement,  dated  as  of  September 
15,  1993,  to  the  Receivables  Purchase 
Agreement 

Exhibit  10.14.4  to  1993  Form  10-K 
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10.12.7 

10.13 


10.15 


10.16 


10.17 


10.18 

10.19 

10.20 


Second  Supplement,  dated  as  of  May  31, 
1994,  to  the  Receivables  Purchase  Agree¬ 
ment 

Depository  Agreement,  dated  as  of  Decem¬ 
ber  31,  1992,  among  Deerfield  Funding 
Corporation,  now  known  as  Seven  Hills 
Funding  Corporation  {“Seven  Hills”),  the 
Company,  and  Chemical  Bank,  as  Deposi¬ 
tory 

Liquidity  Agreement,  dated  as  of  Decem¬ 
ber  31,  1992,  among  Seven  Hills,  the  Com¬ 
pany,  the  financial  institutions  named 
therein,  and  Credit  Suisse,  New  York 
Branch,  as  Liquidity  Agent 
Pledge  and  Security  Agreement,  dated  as 
of  December  31,  1992,  among  Seven  Hills, 
the  Company,  Chemical  Bank,  as  Deposi¬ 
tory  and  Collateral  Agent,  and  the  Liquid¬ 
ity  Agent 

Commercial  Paper  Dealer  Agreement, 
dated  as  of  December  31,  1992,  among 
Seven  Hills,  the  Company,  and  Goldman 
Sachs  Money  Markets,  L.P. 

Commercial  Paper  Dealer  Agreement, 
dated  as  of  December  31,.  1992,  among 
Seven  Hills,  the  Company,  and  Shearson 
Lehman  Brothers,  Inc. 

Tax  Sharing  Agreement 
Ralphs  Tax  Indemnification  Agreement 
Account  Purchase  Agreement  dated  as  of 
May  10,  1991  by  and  among  Monogram 
Bank,  USA,  Macy’s,  Macy  Credit  Corpo¬ 
ration  (“Macy  Credit”),  Macy  Funding, 
Macy’s  California,  Inc..  (“MCAL”)j 
Macy’s  Northeast,  Inc.  (“MNE”),  Macy’s 
South,  Inc.,  Bullock’s  Inc.,  I.  Magnin,  Inc., 
Master  Servicer,  and  Macy  Specialty 
Stores,  Inc.** 


Exhibit  10.15  to  Company’s  Annual  Report 
on  Form  10-K  (File  No.  1-10951)  for  the 
fiscal  year  ended  January  30,  1993  (“1992 
Form  10-K”) 


Exhibit  10.16  to  1992  Form  10-K 


Exhibit  10.17  to  1992  Form  10-K 


Exhibit  10.18  to  1992  Form  10-K 


Exhibit  10.19  to  1992  Form  10-K 


Exhibit  10.10  to  Form  10 
Exhibit  10.1  to  Form  10 
Exhibit  19.2  to  Macy’s  Quarterly  Report 
on  Form  10-Q  for  the  fiscal  quarter  ended 
May  4,  1991  (File  No.  33-6192),  as 
amended  under  cover  of  Form  8,  dated 
October  3,  1991,  (“Macy’s  May  1991 
Form  10-Q”) 
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10.21  Commercial  Accounts  Agreement  dated  as  Exhibit  19.3  to  Macy’s  May  1991 

of  May  10,  1991  (“Commercial  Accounts  Form  10-Q 

Agreement”)  by  and  among  General  Elec¬ 
tric  Capital  Corporation  (“GECC”), 

Macy’s,  Macy  Credit,  Macy  Funding, 

MCAL,  MNE,  Macy’s  South,  Inc.,  Bul¬ 
lock’s  Inc.,  L  Magnin,  Inc.,  Master  Ser¬ 
vicer,  and  Macy  Specialty  Stores,  Inc.** 

10.22  Credit  Card  Program  Agreement  dated  as  Exhibit  19.4  to  Macy’s  May  1991 

.  of  May  10,  1991  (“Credit  Card  Program  Form  10-Q 

Agreement”)  by  and  among  Monogram 
Bank,  USA  (“Monogram”),  Macy’s, 

MCAL,  MNE,  Macy’s  South,  Inc.,;  Bul¬ 
lock’s,  Inc.,  I.  Magnin,  Inc.,  and  Macy 
Specialty  Stores,  Inc.** 

10.22.1  Amendment,  dated  January  27,  1992,  to  Exhibit  19.6  to  Macy’s  Quarterly  Report 

Credit  Card  Program  Agreement  and  on  Form  10-Q  (File  No.  33-6192)  for  the 

Commercial  Accounts  Agreement  between  fiscal  quarter  ended  February  1,  1992 
Monogram  and  GECC  and  Macy’s  and 

certain  subsidiaries 

10.22.2  Amendment  Agreement,  dated  as  of  Au¬ 
gust  6,  1995,  among  the  Company,  GE 
Capital  Consumer  Card  Co.  (“GE  Bank”), 

FDS  National  Bank  and  the  other,  parties 
listed  on  the  signature  page  thereto*** 

10.22.3  Program  Agreement  Amendment,  dated  as 
of  February  3,  1996,  among  the  Company, 

GE  Bank,  FDS  National  Bank  and  the 
other  parties  listed  on  the  signature  pages 
thereto*** 

10.23  Interim  Agreement,  dated  as  of  August  6, 

1995,  between  the  Company  and  General 
Electric  Capital  Corporation  (“GE  Capi¬ 
tal”)*** 

10.24  Interim  Agreement  II,  dated  as  of  Febru¬ 
ary  3,  1996,  between  the  Company  and  GE 
Capital*** 

10.25  :  ■  Letter,  dated  January  27,  1992  (“Waiver  Exhibit  19.2  to  Macy’s  Quarterly  Report 

Letter”),  from  Monogram  accepted  and  on  Form  10-Q  (File  No.  33-6192)  for  the 
agreed  to  by  Macy’s  and  certain  of  its  fiscal- quarter  ended  October  31,  1992 
subsidiaries  and,  as  to  Sections  4  and  12  of  (“Macy’s  October  1992  Form  10-Q”) 
the  Waiver  Letter,  by  GECC 


19 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Exhibit  Number 


Descripti< 


Document  if  Incorporated  by  Reference 


10.26  Stipulation  among  Monogram,  GECC,  Exhibit  19.3  to  Macy’s  October  1992 
Macy’s  and  Certain  of  Its  Subsidiaries,  the  Form  10-Q 

Official  Unsecured  Bondholders’ Commit¬ 
tee,  and  the  Official  Unsecured  Creditors’ 

Committee  and  related  Order  of  the  Bank¬ 
ruptcy  Court,  dated  November  24,  1992 

10.27  Transfer  Agreement,  dated  as  of  May  10,  Exhibit  19.4  to  'Macy  Credit’s  Quarterly 
1991,  by  and  among  Macy  Credit,  MCAL,  Report  on  Form  10-Q  for  the  fiscal  quarter 
MNE,  Macy’s  South,  Inc.,  Bullock’s,.  Inc.,  ended  May  4,  1992 

and  I.  Magnin,  Inc. 

10.28  Letter  Agreement,  dated  September  25,  Exhibit  10.63  to  Macy’s  1991  Form  10-K 
1991,  among  Monogram,  Macy’s,  MCAL, 

MNE,  Macy’s  South  Inc.,  Bullock’s  Inc.,  I. 

Magnin,  Inc.,  and  Macy  Specialty  Stores, 

Inc. 

10.29  Receivables-Backed  Credit  Agreement  Exhibit  10.1  to  the  Broadway  1 992  10-K 
among  CHH  Receivables,  Inc.,  Blue  Hawk 

Funding  Corporation  and  General  Electric 
Capital  Corporation,  as  Agent 

10.29.1  Amendment  No.  1  to  Receivables-Backed  Exhibit  4.1  to  Broadway’s  Current  Report 

Credit  Agreement,  dated  as  of  Septem-  on  Form  8-K  filed  September  13,  1994 
ber  28,  1993,  among  CHH  Receivables,  '  '  ■ 

Inc.,  Blue  Hawk  Funding  Corporation  and 
General  Electric  Capital  Corporation,  as 
Agent 

10.29.2  Amendment  No.  2  to  Receivables-Backed  Exhibit  4.2  to  Broadway’s  Current  Report 
Credit  Agreement,  dated  as  of  Septem-  on  Form  8-K  filed  September  13,  1994 
ber  13,  1994,  among  Broadway  Receiv¬ 
ables,  Inc.,  Blue  Hawk  Funding 

Corporation  and  General  Electric  Capital 
Corporation 

10.29.3  Assignment  and  Security  Agreement  Exhibit  10.2  to  the  Broadway  1992  10-K 
among  CHH  Receivables  Inc.,  Blue  Hawk 

Funding  Corporation,  Cash  Collateral 
Bank  and  General  Electric  Capital  Corpo¬ 
ration,  as  Agent,  Letter  of  Credit  Agent, 

Liquidity  Agent  and  Collateral  Agent 

10.29.4  Amended;:  and  Restated  Assignment  and  Exhibit  4.3  to  Broadway’s  Current  Report 
.  Security  Agreement,  datfcd  as  of  Septem-  of  Form  8-K  filed  September  13,  1994 

ber  .13,  1994,  among  Broadway  Receiv¬ 
ables,  Inc.  and  Blue  Hawk  Funding 
Corporation 
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Exhibit  Number 
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Document  if  Incorporated  by  Reference 

10.29.5 

Receivables  Purchase  Agreement  among 
Carter  Hawley  Hale  Stores,  Inc.  arid  CHH 
Receivables,  Inc. 

Exhibit  10.3  to  the  Broadway  1992  10-K 

10.29.6 

Amendment  No.  1  to  Receivables 

Exhibit  4.4  to  Broadway’s  Form  8-K  filed 

Purchase  Agreement,  dated  as  of  Septem¬ 
ber  13,  1994,  by  and  between  Broadway 
Receivables,  Inc.  and  Broadway  Stores, 
Inc. 

September  13,  1994 

10.29.7 

Promissory  Note  made  by  CHH  Receiv¬ 
ables,  Inc.  in  favor  of  Blue  Hawk  Funding 
Corporation 

Exhibit  10.4  to  the  Broadway  1992  10-K 

10.29.8 

Letter  of  Credit  Reimbursement.  Agree¬ 
ment  among  CHH  Receivables,  Inc.  in 
favor  of  Blue  Hawk  Funding  Corporation 

Exhibit  10.5  to  the  Broadway  1992  10-K 

10.29.9 

First  Amendment,  dated  as  of  Septem¬ 

Exhibit  4.6  to  Broadway’s  Current  Report 

ber  13,  1994,  to  the  Letter  of  Credit  Reim¬ 
bursement  Agreement,  dated  as  of 
October  8,  1992  among  Broadway  Receiv¬ 
ables,  Inc.,  Blue  Hawk  Funding  Corpora¬ 
tion,  the  financial  institutions  party  thereto 
and  General  Electric  Capital  Corporation 

on  Form  8-K  filed  September  13,  1994 

10.29.10 

Subordinated  Retailer  Security  Agreement 
made  by  Carter  Hawley;  Hale  Stores,  Inc. 
in  favor  of  CHH  Receivables,  Inc. 

Exhibit  10.6  to  the  Broadway  1992  10-K 

10.30 

1992  Executive  Equity  Incentive  Plan* 

Exhibit  10.12  to  Form  10  j 

10.31 

1995  Executive  Equity  Incentivfc  Plan* 

Exhibit  10.65  to  the  1994  S-4  Registration 

10.32 

Statement  1992  Incentive  Bonus  Plan* 

Exhibit  .10.12  to  Form  10 

10.33 

Form  of  Severance  Agreement* 

Exhibit  10.33  to  the  1994  Form  10-K 

10.34 

Form  of  Indemnification  Agreement* 

Exhibit  10.14  to  Form  10 

10.35 

Master  Severance  Plan  for  Key  Employ¬ 

Exhibit  10.1.5  to  the  Company’s  Annual 

ees* 

Report  on  Form  10-K  (File  No.  33-6192) 
for  the  fiscal  year  ended  February  3,  1990 
(“1989  Form  10-K”) 

10.36 

Performance  Bonus  Plan  for  Key  Employ- 

Exhibit  10.1.6  to  1989  Form  10-K 

10.37 

Senior  Executive  Medical  Plan* 

Exhibit  10.1.7  to  1989  Form  10-K 

10.38 

Employment  Agreement,  dated  as  of 

Exhibit  10.59  to  the  1994  S-4  Registration 

June  24,  1994,  between  Allen  I.  Questrom 
and  the  Company* 

Statement 

10.39 

Form  of  Employment  Agreement  for  Exec¬ 
utives  and  Key  Employees* 
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10.40 

10.41 

10.42 

10.43 

10.44 
11 

21 

23 

24 
27 


Supplementary  Executive  Retirement  Exhibit  10.32  to  1993  Form  10-K 
Plan,  as  Amended* 

Executive  Deferred  Compensation  Plan  Exhibit  4.1  to  the  Registration  Statement 
(adopted  October  29,  1993)*  on  Form  S-8  (Registration  No.  33-50831), 

filed  October  29,  1993 

First  Amendment  to  the  Executive  De-  Exhibit  10.2  to  the  Quarterly  Report  on 
ferred  Compensation  Plan*  Form  10-Q  (File  No.  33-6192)  for  the 

fiscal  quarter  ended  October  29,  1994  (the 
“October  1994  Form  10-Q”) 

Retirement  Income  and  Thrift  Incentive  Exhibit  4.1  to  the  Registration  Statement 
Plan  (as  amended  and  restated  effective  as  on  Form  S-8  (Registration  No.  33-59107), 
of  January  1,  1987  and  containing  all  filed  January  14,  1994 
amendments  through  December  31, 

1993)*  . 

Amendment  to  Retirement  Income  and  Exhibit  3.1  to  the  October  1994 

Thrift  Incentive  Plan*  Form  10-Q 

Statement  Regarding  Computation  of 

Earnings 

Subsidiaries 

Consent  of  KPMG  Peat  Marwick  LLP 
Powers  of  Attorney 
Financial  Data  Schedule 


Constitutes  a  compensatory  plan  or  arrangement. 

*  Confidential  portions  of  this  Exhibit  were  omitted  and  filed  separately  with  the  SEC  pursuant  to  Rule  24b- 
2  under  the  Exchange  Act. 

** Confidential  portions  of  this  Exhibit  have  been  omitted  and  filed  separately  with  the  SEC  pursuant  to  Rule 
24b-2  under  the  Exchange  Act. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


SIGNATURES 

Pursuant  to  the  requirements  of  Section  13  or  15(d)  of  the  Securities  Exchange  Act  of  1934,  the 

Registrant  has  duly  caused  this  report  to  be  signed  on  its  behalf  by  the  undersigned,  thereunto  duly  authorized. 

!  _  - 

Date:  April  17,  1996 

FEDERATED  DEPARTMENT  STORES,  INC. 

By  / s/  Dennis  J.  Broderick 

Dennis  J.  Broderick 

Senior  Vice  President,  General  Counsel  and  Secretary 

Pursuant  to  the  requirements  of  the  Securities  Exchange  Act  of  1934,  this  report  has  been  signed  below 
by  the  following  persons  on  behalf  of  the  Registrant  and  in  the  capacities  indicated  on  April  17,  1996. 

Signature  Title 

*  Chairman  of  the  Board  and  Chief  Executive  Officer 

Allen  I.  Questrom 

(principal  executive  officer)  and  Director 

Vice  Chairman  and  Chief  Financial  Officer  (principal 

Ronald  W.  Tysoe 

financial  officer)  and  Director 

Senior  Vice  President  and  Controller  (principal  accounting 

John  E.  Brown 

officer) 

Director 

Robert  A.  Charpie 

Director 

Lyle  Everingham 

Director 

Meyer  Feldberg 

Director 

Earl  G.  Graves,  Sr. 

Director 

George  V.  Grune 

Director 

Gertrude  G.  Michelson 

Director 

Joseph  Neubauer 

Director 

Laurence  A.  Tisch 

Director 

Paul  W.  Van  Orden 

Director 

Karl  M.  von  der  Heyden 

Director 

Mama  C.  Whittington 

Director 

James  M,  Zimmerman 

*The  undersigned,  by  signing  his  name  hereto,  does  sign  and  execute  this  Annual  Report  on  Form  I0-K 
pursuant  to  the  Powers  of  Attorney  executed  by  the  above-named  officers  and  directors  and  filed  herewith. 

By  / s/  Dennis  J.  Broderick 

Dennis  J.  Broderick 

Attomey-in-Fact 
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MANAGEMENT’S  REPORT 

To  the  Shareholders  of 
Federated  Department  Stores,  Inc.: 

The  integrity  and  consistency  of  the  consolidated  financial  statements  of  Federated  Department  Stores, 
Inc.  and  subsidiaries,  which  were  prepared  in  accordance  with  generally  accepted  accounting  principles,  are 
the  responsibility  of  management  and  properly  include  some  amounts  that  are  based  upon  estimates  and 
judgments.  ■ 

The  Company  maintains  a  system  of  internal  accounting  controls,  which  is  supported  by  a  program  of 
internal  audits  with  appropriate  management  follow-up  action,  to  provide  reasonable  assurance,  at  appropriate 
cost,  that  the  Company’s  assets  are  protected  and  transactions  are  properly  recorded.  Additionally,  the 
integrity  of  the  financial  accounting  system  is  based  on  careful  selection  and  training  of  qualified  personnel, 
organizational  arrangements  which  provide  for  appropriate  division  of  responsibilities  and  communication  of 
established  written  policies  and  procedures. 

The  consolidated  financial  statements  of  the  Company  have  been  audited  by  KPMG  Peat  Marwick  LLP, 
independent  certified  public  accountants.  Their  report  expresses  their  opinion  as  to  the  fair  presentation,  in  all 
material  respects,  of  the  financial  statements  and  is  based  upon  their  independent  audit  conducted  in 
accordance  with  generally  accepted  auditing  standards. 

The  Audit  Review  Committee,  composed  solely  of  outside  directors,  meets  periodically  with  the 
independent  certified  public  accountants,  the  internal  auditors  and  representatives  of  management  to  discuss 
auditing  and  financial  reporting  matters.  In  addition,  the  independent  certified  public  accountants  and  the 
Company’s  internal  auditors  meet  periodically  with  the  Audit  Review  Committee  without  management 
representatives  present  and  have  free  access  to  the  Audit  Review  Committee  at  any  time.  The  Audit  Review 
Committee  is  responsible  for  recommending  to  the  Board  of  Directors  the  engagement  of  the  independent 
certified  public  accountants,  which  is  subject  to  shareholder  approval,  and  the  general  oversight  review  of 
management’s  discharge  of  its  responsibilities  with  respect  to  the  matters  referred  to  above. 

Allen  I.  Questrom 

Chairman  and  Chief  Executive  Officer 

James  M.  Zimmerman 

President  and  Chief  Operating  Officer 

Ronald  W.  Tysoe 

Vice  Chairman  and  Chief  Financial  Officer 
John  E.  Brown 

Senior  Vice  President  and  Controller 
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INDEPENDENT  AUDITORS’  REPORT 

The  Board  of  Directors  and  Shareholders 
Federated  Department  Stores,  Inc.: 

We  have  audited  the  accompanying  consolidated  balance  sheets  of  Federated  Department  Stores,  Inc. 
and  subsidiaries  (the  “Company”)  as  of  February  3,  1996  and  January  28,  1995,  and  the  related  consolidated 
statements  of  income' and  cash  flows  for  the  fifty-three  week  period  ended  February  3,  1996  and  the  fifty-two 
week  periods  ended  January  28,  1995  and  January  29,  1994.  These  consolidated  financial  statements  are  the 
responsibility  of  management.  Our  responsibility  is  to  express  an  opinion  on  these  consolidated  financial 
statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally,  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall 
financial  statement  presentation.  We  believe  that  our  audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  consolidated  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  Federated  Department  Stores,  Inc.  and  subsidiaries  as  of  February  3,  1996 
and  January  28,  1995,  and  the  results  of  their  operations  and  their  cash  flows  for  the  fifty-three  week  period 
ended  February  3,  1996  and  the  fifty-two  week  periods  ended  January  28,  1995  and  January  29,  1994,  in 
conformity  with  generally  accepted  accounting  principles. 


KPMG  PEAT  MARWICK  LLP 


Cincinnati,  Ohio 
March  5,  1996 
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FEDERATED  DEPARTMENT  STORES,  INC. 
CONSOLIDATED  STATEMENTS  OF  INCOME 
(thousands,  except  per  share  data) 


S3  Weeks  Ended  52  Weeks  Ended 
February  3,  1996  January  28,  1995 


Net  Sales,  including  leased  department  sales .  $15,048,513  $8,315,877 

Cost  of  sales . . . .  9,317,784  5,131,363 

Selling,  general  and  administrative  expenses .  4,748,331  2,549,122 

Business  integration  and  consolidation  expenses _ ...  293,930  85,867 

Charitable  contribution  to  Federated  Department  Stores 
Foundation . 25,581  — 

Operating  Income . 662,887  549,525 

Interest  expense . .  (508,132)  (262,115) 

Interest  income . 47,104  43,874 

Income  Before  Income  Taxes  and  Extraordinary  Item  . .  201,859  331,284 

Federal,  state  and  local  income  tax  expense .  (127,306)  (143,668) 

Income  Before  Extraordinary  Item .  74,553  187,616 

Extraordinary  item . —  — 

Net  Income .  $  74,553  $  187,616 

Earnings  per  Share: 

Income  before  extraordinary  item .  $  .39  $  1.41 

Extraordinary  item .  —  — 

Net  Income .  $ _ 39  $  1.41 


52  Weeks  Ended 
January  29,  1994 

$7,229,406 

4,373,941 

2,323,546 


531,919 
(213,544) 
49,405 
367,780 
(170,987) 
196,793 
(3,545) 
$  193,248 

$  1.56 

_ 003} 

$  1.53 


The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. 
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FEDERATED  DEPARTMENT  STORES,  INC. 
CONSOLIDATED  BALANCE  SHEETS 
(thousands) 


February  3,  1996  . 

lanuary  28,  1995 

ASSETS 

Current  Assets: 

i  Cash . . . . ! . . . . 

. ...  $  172,518 

$  206,490 

Accounts  receivable . . . . 

2,842,077 

2,265,651 

Merchandise  inventories . . . . 

3,094,848 

2,380,621 

Supplies  and  prepaid  expenses . . 

176,411 

99,559 

Deferred  income  tax  assets  . . . . . . . . . 

74,511 

135,405 

Total  Current  Assets  .  .v .  . . . ..... 

6,360,365 

5,087,726 

Property  and  Equipment  —  net . . 

. ...  6,305,167. 

5,349,912 

Intangible  Assets  —  net . : . 

744,689 

1,006,547 

Notes  Receivable . . . . 

415,066 

408,134 

Other  Assets  . . . . . . 

469,763 

424,671 

Total  Assets  . . . . . 

...  $14,295,050 

$12,276,990 

LIABILITIES  AND  SHAREHOLDERS’  EQUITY 

Current  Liabilities: 

Short-term  debt  . . . 

...  $  733,115 

$  463,042 

Accounts  payable  and  accrued  liabilities . . . . . 

2,358,543 

2,183,711 

Income  taxes . : . . . 

6,411 

65,319 

Total  Current  Liabilities . 

3,098,069 

2,712,072  ’ 

Long-Term  Debt  . .  .  . . 

5,632,232 

4,529,220 

Deferred  Income  Taxes  . . . . . 

732,936 

890,729  . 

Other  Liabilities . . 

...  '558,127' 

.  505,359 

Shareholders’  Equity . . 

4,273,686 

3,639,610 

Total  Liabilities  and  Shareholders’ Equity .  $14,295,050 

The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. 

$12,276,990 
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FEDERATED  DEPARTMENT  STORES,  INC. 
CONSOLIDATED  STATEMENTS  OF  CASH  FLOWS 
(thousands) 


Cash  flows  from  operating  activities: 

Net  income . . . . 

Adjustments  to  reconcile  net  income  to  net  cash  provided  by  operating 
activities: 

Depreciation  and  amortization  of  property  and  equipment . 

Amortization  of  intangible  assets . 

Amortization  of  financing  costs . 

Amortization  of  original  issue  discount . . 

Amortization  of  unearned  restricted  stock . . 

Loss  on  early  extinguishment  of  debt . 

Changes  in  assets  and  liabilities,  net  of  effects  of  acquisition  of  companies: 

Increase  in  accounts  receivable . 

(Increase)  decrease  in  merchandise  inventories . 

(Increase)  decrease  in  supplies  and  prepaid  expenses . 

Decrease  in  other  assets  not  separately  identified . 

Increase  (decrease)  in  accounts  payable  and  accrued  liabilities  not 

separately  identified . 

Increase  (decrease)  in  current  income  taxes . 

Increase  (decrease)  in  deferred  income  taxes . 

Increase  (decrease)  in  other  liabilities  not  separately  identified . 

Net  cash  provided  by  operating  activities  . 

Cash  flows  from  investing  activities: 

Acquisition  of  companies  net  of  cash  acquired . 

Purchase  of  property  and  equipment . 

Disposition  of  property  and  equipment . 

Decrease  in  notes  receivable . 

Net  cash  used  by  investing  activities . 

Cash  flows  from  financing  activities: 

Debt  issued . 

Financing  costs . 

Debt  repaid . 

Increase  (decrease)  in  outstanding  checks . 

Acquisition  of  treasury  stock . 

Issuance  of  common  stock . 

Net  cash  provided  (used)  by  financing  activities . 

Net  decrease  in  cash . 

Cash  beginning  of  period . . 

Cash  end  of  period . 

Supplemental  cash  flow  information: 

Interest  paid . . . . . . . 

Interest  received . . . . . . . . 

Income  taxes  paid  (net  of  refunds  received)  . . . . 

Schedule  of  noncash  investing  and  financing  activities: 

Capita!  lease  obligations  for  new  store  fixtures  . . . . . 

Common  stock  issued  for  the  Executive  Deferred  Compensation  Plan  . . . 
Debt  and  merger  related  liabilities  issued,  reinstated  or  assumed  in 

acquisition . . . . . .........  , . 1 

Equity  issued  in  acquisition . , . . . . 

Debt  and  equity  issued  for  purchase  of  debt . . 


53  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

February  3,  1996 

January  28,  1995 

January  29,  1994 

$  74,553 

$  187,616 

$  193,248 

444,830 

260,485 

207,914 

47,451 

22,662 

18,762 

.  21,702 

11,468.. 

10,163 

1,202 

29,435 

16,846 

4,630 

2,714 

3,105 

•  — 

— 

3,545 

(21,098) 

(310,934) 

(215,101) 

(361,991) 

28,620 

(31,910) 

(67,745) 

2,450 

(6,592) 

61,483 

2,697 

20,229 

(83,220) 

(124,662) 

'  70,679 

(45,437) 

61,149 

65,990 

192,079 

(12,057) 

54,917 

26,068 

(184) 

(1,291) 

294,507 

161,459 

410,504 

16,262 

(575,408) 

(109,325) 

(696,488) 

(386,847) 

(309,536) 

46»992 

8,723 

1,097 

— 

— 

12,636 

(633,234) 

(953,532) 

(405,128) 

1,347,106 

2,526,861 

r  — 

(27,236) 

(66,602) 

(633) 

(1,020,117) 

(1,594,136) 

(391,986) 

(9,647) 

(95,010) 

35,776 

(1,006) 

(354) 

(179) 

15,655 

5,376 

7,090 

304,755 

776,135.  . 

(349,932) 

(33,972) 

(15,938) 

(344,556) 

206,490 

222,428 

566,984 

$  172,518 

$  206,490 

$  222,428 

$  444,398 

$  211,457 

$  186,658 

46,445 

44,675 

50,019 

35,103 

93,647 

49,588 

2,818 

10,817 

3,424 

2,501 

2,070  ■ 

686 

1,267,074 

1,414,969 

340,000 

352,902 

1,166,014 

429,665 

— 

— 

The  accompanying  notes  are  an  integral  part  of  these  Consolidated  Financial  Statements. 
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FEDERATED  DEPARTMENT  STORES,  INC. 
NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


1.  Organization  and  Summary  of  Significant  Accounting  Policies 

Federated  Department  Stores,  Inc.  (the  “Company”)  is  a  retail  organization  operating  department  stores 
selling  a  wide  range  of  merchandise,  including  women’s,  men’s  and  children’s  apparel,  cosmetics,  home 
furnishings  and  other  consumer  goods. 

The  Consolidated  Financial  Statements  include  the  accounts  of  the  Company  and  its  subsidiaries.  All 
significant  intercompany  transactions  have  been  eliminated.  The  preparation  of  financial  statements  in 
conformity  with  generally  accepted  accounting  principles  requires  management  to  make  estimates  and 
assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities  and  disclosure  of  contingent  assets  and 
liabilities  at  the  date  of  the  financial  statements  and  the  reported  amounts  of  revenues  and  expenses  during  the 
reporting  period.  Such  estimates  and  assumptions  are  subject  to  inherent  uncertainties,  which  may  result  in 
actual  amounts  differing  from  reported  amounts. 

Cash  includes  cash  and  liquid  investments  with  original  maturities  of  three  months  or  less. 

Installments  of  deferred  payment  accounts  receivable  maturing  after  one  year  are  included  in  current 
assets  in  accordance  with  industry  practice.  Such  accounts  are  accepted  on  customary  revolving  credit  terms 
and  offer  the  customer  the  option  of  paying  the  entire  balance  on  a  25-day  basis  without  incurring  finance 
charges.  Alternatively,  customers  may  make  scheduled  minimum  payments  and  incur  competitive  finance 
charges.  Minimum  payments  vary  from  4.2%  to  100.0%  of  the  account  balance,  depending  on  the  size  of  the 
balance.  Profits  on  installment  sales  are  included  in  income  when  the  sales  are  made.  Finance  charge  income 
is  included  as  a  reduction  of  selling,  general  and  administrative  expenses. 

Substantially  all  merchandise  inventories  are  valued  by  the  retail  method  and  stated  on  the  LIFO  (last- 
in,  first-out)  basis,  which  is  generally  lower  than  market: 

Depreciation  and  amortization  are  provided  primarily  on  a  straight-line  basis  over  the  shorter  of  estimated 
asset  lives  or  related  lease  terms.  Estimated  asset  lives  range  from  15  to  50  years  for  buildings  and  building 
equipment  and  3  to  15  years  for  store  fixtures  and  equipment.  Real  estate  taxes  and  interest  on  construction  in 
progress  and  land  under  development  are  capitalized.  Amounts  capitalized  are  amortized  over  the  estimated 
lives  of  the  related  depreciable  assets. 

Intangible  assets  are  amortized  on  a  straight-line  basis  over  their  estimated  lives  (see  Note  8).  The 
carrying  value  of  intangible  assets  is  periodically  reviewed  by  the  Company  and  impairments  are  recognized 
when  the  present  value  of  the  expected  future  operating  cash  flows  derived  from  such  intangible  assets  is  less 
than  their  carrying  value.  : 

Advertising  and  promotional  costs,  which  are  generally  expensed  as  incurred,  amounted  to  $633.2  million 
for  the  53  weeks  ended  February  3,  1996  and  $347.5  million  and  $298.8  million  for  the  52  weeks  ended 
January  28,  1995  and  January  29,  1994,  respectively. 

Financing  costs  are  amortized  over  the  life  of  the  related  debt. 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  —  Continued 


The  Company  accounts  for  income  taxes  under  the  provisions  of  Statement  of  Financial  Accounting 
Standards  No.  109,  “Accounting  for  Income  Taxes”  (“SFAS  No.  109”).  Under  the  asset  and  liability  method 
prescribed  in  SFAS  No.  109,  deferred  income  tax  assets  and  liabilities  are  recognized  for  the  future  tax 
consequences  attributable  to  differences  between  the  financial  statement-  carrying  amounts  of  existing  assets 
and  liabilities  and  their  respective  tax  bases,  and  net  operating  loss  and  tax  credit  carryforwards.  Deferred 
income  tax  assets  and  liabilities  are  measured  using  enacted  tax  rates  expected. to  apply  to  taxable  income  in 
the  years  in  which  those  temporary  differences  are  expected  to  be  recovered  or  settled.  Under  SFAS  No.  109, 
the  effect  on  deferred  income  tax  assets  and  liabilities  of  a  change  in  tax  rates  is  recognized  in  income  in  the 
period  that  includes  the  enactment  date. 

The  Company  has  adopted  the  provisions  of  Statement  of  Financial  Accounting  Standards  No.  106, 
“Employers’  Accounting  for  Postretirement  Benefits  other  than  Pensions”  (“SFAS  No.  1.06”),  which  requires 
that  the  cost  of  these  benefits  be  recognized  in  the  financial  statements  over  an  employee’s  term  of  service  with 
the  Company. 

The  Company  has  adopted  the  provisions  of  Statement  of  Financial  Accounting  Standards  No.  121, 
“Accounting  for  the  Impairment  of  Long-Lived  Assets  and  for  Long-Lived  Assets  to  Be  Disposed  Of.”  The 
impact  of  such  adoption  was  not  material. 

Earnings  per  share  are  computed  on  the  basis  of  daily  average  number  of  shares  outstanding  during  the 
year.  Any  dilution  from  the  potential  issuance  of  shares  under  warrant  agreements  or  stock  option  plans  would 
be  less  than  3.0%.  Fully  diluted  earnings  per  share  include  the  effect  of  the  potential  issuance  of  shares  under 
warrant  agreements  or  stock  option  plans  as  well  as  for.  convertible  debt  and,  unless  disclosed,  any  such 
dilution  would  be  less  than  3.0%.  ' 

Certain  reclassifications  were  made  to  prior  years’  amounts,  to  conform  with  the  classifications  of  such 
amounts  for  the  most  recent  year.  ,  .  : 

2.  Acquisition  of  Companies 

The  Company  completed  its  acquisition  of  Broadway  Stores,  Inc.  (“Broadway”)  pursuant  to  an 
Agreement  and  Plan  of  Merger  dated  August  14,.  1995.  The  total  purchase  price  of  the  Broadway  acquisition 
was  approximately  $1,620.0  million,  consisting  of  (i)  12.6  million  shares  of  common  stock  and  options  to 
purchase  an  additional  1.5  million  shares  of. common  stock  valued  at  $352.9  million  and  (ii)  $  1,267.1  million 
of  Broadway  debt.  In  addition,  a  wholly  owned  subsidiary  of  the  Company  purchased  $422.3  million;  of 
mortgage  indebtedness  of  Broadway  for  6.8  million  shares  of  common  stock  of  the  Company  and  a  $242.3 
million  promissory  note. 

The  Broadway  acquisition  was  accounted  for  under  ^repurchase  method  and,  accordingly,;  the  results  of 
operations  of  Broadway  have  been  included  in  the  Company’s  results  of  operations  since  July  29,  1995  and  the 
purchase  price  has  been  allocated  to  Broadway’s  assets  and  liabilities  based  on  their  estimated  fair  values  as  of 
that  date.  As  of  February  3,  1996,  the  related  excess  of  cost  over  net  assets  acquired  is  approximately  $191.4 
million  (see  Note  8). 

On  December  19,  1994,  the  Company  acquired  R.  H.  Macy  &  Co.,  Inc.  (“Macy’s”)  pursuant  to  a  Plan 
of  Reorganization  (the  “Macy’s  POR”)  of  Macy’s  and  substantially  all  of  its  subsidiaries  (collectively,  the 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  —  Continued 


“Macy’s  Debtors”)-  Pursuant  to  the  Macy’s  POR,  among  other  transactions,  Macy’s  merged  with  the 
Company,  which  became  responsible  for  making  distributions  of  cash  and  debt  and  equity  securities  pursuant 
to  the  Macy’s  POR.  The  total  purchase  price  of  the  Macy’s  acquisition  was  approximately  $3,815.9  million 


and  consisted  of  the  following: 

(millions) 

Cash  payments  and  transaction  costs. . . ; . . .  $  830.4 

Assumption  of  merger-related  liabilities  .  .  :  . .  192.5 

Issuance,  reinstatement'  or  assumption  of  debt .  1,182.4 

Issuance  of  55.6  million  shares  of  common  stock  . .  1,047.6 

Issuance  of  warrants  to.  purchase  18.0  million  shares  of 

common  stock  .  . . . . ! .  1 18.4 

Net  cost  of  the  initial  investment . . .  444.6 

$3,815-9 


The  Macy’s  acquisition  was  accounted  for  under  the  purchase  method  and,  accordingly,  the  results  of 
operations  of  Macy’s  have  been  included  in  the  Company’s  results  of  operations  since  the  date  of  acquisition 
and  the  purchase  price  has  been  allocated  to  Macy’s  assets  and  liabilities  based  on  their  estimated  fair  values 
at  the  date  of  acquisition.  Including  certain  adjustments  recorded  in  the  53  weeks  ended  February  3,  1996  to 
the  assets  and  liabilities  acquired,  the  related  excess  of  cost  over  net  assets  acquired  was  adjusted  to  $102.7 
million  at  February  3,  1996  (see  Note  8). 

The  following  unaudited  pro  forma  condensed  statements  of  operations  give  effect  to  the  Broadway  and 
Macy’s  acquisitions  and  related  financing  transactions  as  if  such  transactions  had  occurred  at  the  beginning  of 
each  period  presented. 

53  Weeks  Ended .  52.  Weeks  Ended 

February  3,  1996  January  28,  1495 


(millions,  except  per  share  data) 

Net  sales.. . $15,933.1  $16,033.9 

Net  income . 24.3  71.7 

Earnings  per  share  , . .12  .36 


The  foregoing  unaudited  pro  forma  condensed  statements  of  operations  give  effect  to,  among  other  pro 
forma  adjustments,  the  following: 

(i)  Interest  expense  on  debt  incurred  to  finance  the  acquisitions,  the  reversal  of  certain  of  Macy’s  and 
Broadway’s  historical  interest  expenses  and  the  reversal  of  the  Company’s  historical  interest  expense  on 
certain  indebtedness  redeemed  in  connection  with  the  acquisitions; 

(ii)  Amortization  of  deferred  debt  expense  related  to  debt  incurred  to  finance  the  acquisitions; 

(iii)  Amortization,  over  20  years,  of  the  excess  of  cost  over  net  assets  acquired,  and  amortization,  over  40 
years,  of  tradenames  acquired; 

(iv)  Depreciation  and  amortization  adjustments  related  to  the  fair  market  value  of  assets  acquired; 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  —  Continued 


(v)  Adjustments  to  income  tax  expense  related  to  the  above;  and 

(vi)  Adjustments  for  shares  issued. 

The  foregoing  unaudited  pro  forma  information  is  provided  for  illustrative  purposes  only  and  does  not 
purport  to  be  indicative  of  results  that  actually  would  have  been  achieved  had  the  acquisitions  been 
consummated  on  the  first  day  of  the  periods  presented  or  of  future  results.  . 

On  May  26,  1994,  the  Company  purchased  Joseph  Home  Co.,  Inc.  (“Horne’s”),  a  department  store 
retailer  operating  ten  stores  in  Pittsburgh  and  Erie,  Pennsylvania  for  approximately  $116.0. million,  including 
the  assumption  of  $40.0  million  of  mortgage  debt  and  transaction  costs.  The  acquisition  was  accounted  for 
under  the  purchase  method  of  accounting  and  the  purchase  price  approximated  the  estimated  fair  value  of  the 
assets  and  liabilities  acquired.  Results  of  operations  for  the  stores  acquired  are  included  in  the  Consolidated 
Financial  Statements  from  the  date  of  acquisition.  Pro  forma  financial  results  have  not  been  presented  for  this 
acquisition  since  it  did  not  significantly  affect  the  results  of  operations  of  the  Company. 

3.  Business  Integration  and  Consolidation  Expenses 

Business  integration  and  consolidation  expenses  represent  the  costs  associated  with  the  integration  of  the 
Home’s,  Macy’s  and  Broadway  businesses  with  the  Company’s  other  businesses  and  the  consolidation  of  the 
operations  of  certain  of  the  Company’s  retail  operating  divisions. 

During  the  53  weeks  ended  February  3,  1996,  the  Company  recorded  $293.9  million  of  business 
integration  and  consolidation  expenses  associated  with  the  integration  of  Macy’s  and  Broadway  into  the 
Company  ($208.9  million  and  $48.1  million,  respectively)  and  the  consolidation  of  the  Company’s 
Rich’s /Goldsmith’s  and  Lazarus  divisions  ($36.9  million)  .  The  primary  components  of  the  Macy’s  integration 
expenses  were  $69,1  million  of  inventory  valuation  adjustments  to  merchandise  in  lines  of  business  which  the 
Company,  subsequent  to  the  acquisition,  eliminated  or  replaced,  $31.1  million  of  costs  to  close  and  sell  certain 
stores  and  to  convert  a  number  of  stores  to  other  nameplates,  $30.8  million  of  severance  costs  and  $77.9 
million  of  other  costs  and  expenses  associated  with  integrating  Macy’s  into  the  Company.  The  major 
components  of  the  Broadway  integration  expenses  were  $23.3  million  of  costs  to  close  certain  stores,  $8.7 
million  of  costs  to  refinance  certain  indebtedness  and  $16.1  million  of  other  costs  add  expenses  associated  with 
integrating  Broadway  into  the  Company.  Of  the  $36.9  million  of  expenses  associated  with  the  divisional 
consolidation  referred  to  above,  $22.5  million  relates  to  inventory  valuation  adjustments  to  merchandise  of  the 
affected  divisions  in  lines  of  business  which  were  eliminated  or  replaced  as  a  result  of  the  consolidation. 

The  Company  recorded  a  $45.8  million  charge  in  the  52  weeks  ended  January  28,  1995  for  the  integration 
of.  Macy’s  into  the  Company,  including  the  consolidation,  of  the  Mapy’s  East  division  with  the  Company’s 
Abraham  &  Straus/ Jordan  Marsh  division  and  the  consolidation  of  central  merchandising  divisions.  The 
major  components  of  the  charge  include  $13.0  million  in  severance  expenses  for  Abraham  &  Straus/ Jordan 
Marsh  employees,  $12.3  million  in  penalties  associated  with  terminating  certain  merchandise  purchasing 
agreements  and  $14.1  million  of  losses  incurred  on  stores  closed  and  property  writedowns  related  to  stores  sold 
as  a  result  of  the  Macy’s  acquisition. 

The  Company  recorded  a  $27.0  million  charge  in  the  52  weeks  ended  January  28,  1995  for  the  integration 
of  the  ten  Home’s  department  stores  and  related  facilities  and  merchandising  and  operating  functions  into  the 
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Company.  The  $27.0  million  charge  includes  $12.1  million  for  the  costs  of  operating  the  Home's  central  office 
during  a  transitional  period  and  the  incremental  costs  associated  with  converting  the  Home’s  stores  to  Lazarus 
stores  (including  advertising,  credit  card  issuance  and  promotion,  data  processing  conversion  and  other  name 
change  expenses).  The  remainder  of  the  .charge  relates  to  inventory  valuation  adjustments  of  Home’s 
merchandise  in  lines  which  the  Company,  subsequent  to  the  acquisition,  eliminated  or  replaced  with  Lazarus 
merchandise  lines. 

Finally,  as  a  result  of  the  consolidation  of  the  Company's  Rich’s /Goldsmith's  and  Lazarus  divisions, 
which  was  announced  on  January  20,  1995,  a  $13.1  million  charge  was  recorded  for  severance  related  to  the 
elimination  of  duplicative  positions. 

4.  Extraordinary  Item 

The  extraordinary  item  for  the  52  weeks  ended  January  29,  1994  represents  costs  of  $3.5  million,  net  of 
income  tax  benefit  of  $2.3  million,  associated  with  the  prepayment  of  the  entire  $355.0  million  outstanding 
principal  amount  of  the  Company’s  Series  B  Secured  Notes. 

5.  Accounts  Receivable 

February  3,  January  28, 


1996  1995 

(millions) 

Due  from  customers  . . . . , _ ...... . . ....  $2,698.8  $2,087.9 

Less  allowance  for  doubtful  accounts . . . . .  83,5.  44.9 

2,615,3  2,043.0 

Other  receivables  . . . . .-. . . .  226.8  222.7 

Net  receivables  . . . . . . . . . .  $2,842.1  $2,265-7 


Sales  through  the  Company’s  credit  plans  were  $4,323.8  million  for  the  53  weeks  ended  February  3,  1996 
and  $3,916.9  million  and  $3,743.1  million  for  the  52  weeks  ended  January  28,  1995  and  January  29,  1994, 
respectively.  The  credit  plans  relating  to, operations  of  the  Company  that  were  previously  conducted  through 
divisions  of  Macy’s  are  owned  by  a  third  party. 
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Finance  charge  income  amounted  to  $405.2  million  for  the  53  weeks  ended  February  3,  1996  and  $320.3 
million  and  $243.6  million  for  the  52  weeks  ended  January  28,  .1995  and  January  29,  1994,  respectively. 

Changes  in  allowance  for  doubtful  accounts  are  as:  follows: 

S3  Weeks  Ended 

S2  Weeks  Ended 

52  Weeks  Ended 

February  3,  19?6 

January  23,  199S 

January  29,  1994 

(millions) 

Balance,  beginning  of  year . 

$  44.9 

$  36.9 

$  45.3 

Charged  to  costs  and  expenses . 

126.9 

66.5 

50.3 

Acquired . 

16.8 

,  — 

'  — 

Net  uncollectible  balances  written  off  . . . 

(105.1) 

(58.5) 

(58.7) 

Balance,  end  of  year . 

$  83.5 

$  44.9 

$  36.9 

6.  Inventories 

Merchandise  inventories  were  $3,094.8  million  at  February  3,  1996,  compared  to  $2,380.6  million  at 
January  28,  1995.  At  these  dates,  the  cost  of  inventories  using  the  LIFO  method  approximates  the  cost  of  such 
inventories  using  the  first-in,  first-out  method.  The  application  of  the  LIFO  method  did  not  impact  the  53 
weeks  ended  February  3,  1996,  resulted  in  a  pre-tax  credit  of  $1 1.3  million  for  the  52  weeks  ended  January  28, 
1995  and  a  pre-tax  charge  of  $2.8  million  for  the  52  weeks  ended  January  29,  1994. 


7.  Properties  and  I 


ebruary  3, 
1996 


Land. . . .  $1,045.3 

Buildings  on  owned  land  . 

Buildings  on  leased  land  and  leasehold  improvements  ........ 

Store  fixtures  and  equipment . . . . 

Property  not  used  in  operations . . . . .  ..... 

Leased  properties  under  capitalized  leases . . 

Less  accumulated  depreciation  and  amortization . 


$1,045.3 

$  888,6 

2,394.4 

2,162.2 

1,389.0 

1,055.7 

2,352.1 

1,765.9 

11.3 

6:5 

80.6 

62.6 

7,272.7 

5,941.5 

967,5 

591,6 

$6,305.2 

$5,349,9 

In  connection  with  various  shopping  center  agreements,  the  Company  is  obligated  to  operate  certain 
stores  within  the  centers  for  periods  of  up  to  20  years.  Some  of  these  agreements  require  that  ,  the  stores  be 
operated  under  a  particular  name. 

The  Company  leases  a  portion  of  the  real  estate  and  personal  property  used  in  its  operations.  Most  leases 
require  the  Company  to  pay  real  estate  taxes,  maintenance  and  other  executory  costs;  some  also  require 
additional  payments  based  on  percentages  of  sales  and  some  contain  purchase  options. 
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1  Minimum  rental  commitments  (excluding  executory  costs) 

at  February  3,  1996, 

for  noncancellable 

leases  are: 

Capital  Operating 

Leases  Leases 

Total 

(millions) 

Fiscal  year: 

1996 . . 

$  14.3  $  189.1 

$  203.4 

1997 . . . 

14.3  172.1 

186.4 

1998 . . 

13.8  148.3 

162.1 

1999 . . . 

13.3  138,5 

151.8 

2000 . . 

13.1  132.8 

145.9 

After  2000  . 

99.2  1,281.8 

1,381.0 

Total  minimum  lease  payments . 

168.0  $2,062.6 

$2,230.6 

Less  amount  representing  interest . 

81.4 

I  Present  value  of  net  minimum  capital  lease  payments  . . 

$  86.6 

Capitalized  leases  are  included  in  the  Consolidated  Balance  Sheets  as  property  and  equipment  while  the 

related  obligation  is  included  in  short-term  ($5.5  million)  and  long-term  ($81.1  million)  debt.  Amortization 
of  assets  subject  to  capitalized  leases  is  included  in  depreciation  and  amortization  expense.  Total  minimum 
lease  payments  shown  above  have  not  been  reduced  by  minimum  sublease  rentals  of  approximately  $10.0 

million  on  capital  leases  and  $25.0  million  on 

operating  leases. 

Rental  expense  consists  of:  ; 

S3  Weeks  Ended 

52  Weeks  Ended  52  Weeks  Ended  1 

February  3,  1996 

January  28,  1995  January  29,  1994  fl| 

(millions) 

Real  estate  (excluding  executory  costs) 

Capital  leases  — 

Contingent  rentals  , . . . . . , 

Operating  leases  — 

$  4.4 

$  3.3 

..$  3.4 

Minimum  rentals . . . 

137.4 

78.9 

68.5 

Contingent  rentals . . 

19.6 

10.4 

8.7 

161.4 

92.6 

80.6 

Less  income  from  subleases  — 

Capital  leases . 

0.7 

0.6 

0.8 

Operating  leases . 

_ L7  ■ 

_ 09 

_ L2 

2.4 

1.5 

2.0 

$159.0 

$  91.1 

$  78.6 

Personal  property  — 

Operating  leases . 

$  63.5 

$  37.4 

$  38.1 
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8.  Intangible  Assets 

Februaiy  3,  January  28, 

1996  1995 

(millions) 

Reorganization  value  in  excess  of  amount  allocable  to  identifiable 


assets  .  $100.2  $  300.2 

Excess  of  cost  over  net  assets  acquired .  294,1  308.5 

Tradenames . 458.0  458.0 

852.3  1,066.7 

Less  accumulated  amortization . 107.6  60,2 

Intangible  assets  —  net . $744.7  $1,006.5 


Intangible  assets  are  being  amortized  on  a  straight-line  basis  over  20  years,  except  for  tradenames  which 
are  being  amortized  over  40  years.  The  Company  recorded  $200.0  million  and  $75.0  million  of  tax  benefits  as 
reductions  of  reorganization  value  in  excess  of  amounts  allocable  to  identifiable  assets  during  the  53  weeks 
ended  Februaiy  3,  1996  and  the  52  weeks  ended  January  28,  1995,  respectively  (see  Note  12). 

9.  Notes  Receivable 

February  3,  •  January  28, 

1996  .  1995 

(millions) 

9.5%  note  relating  to  the  sale  of  certain  divisions  in  1988  and 
maturing  in  two  equal  installments  on  May  3,  1997  and  May  3, 


1998  . . . .  $400.0  $400.0 

Other  . .  .  . . . . . .  15.1  _ SU 

$415.1  $408.1 


The  $400.0  million  note,  which  is  supported  by  a  letter  of  credit,  was  transferred  to  a  grantor  trust  which 
borrowed  $352.0  million  under  a  note  monetization  facility  and  transferred  such  proceeds  to  the  Company 
(see  Note  10). 
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10.  Financing 

February  3,  January  28, 

1996  199S 

(millions) 

i  Short-term  debt: 

Broadway  receivables  based  financing  . . 

.  $  450.5 

.  $  - 

Receivables  backed  commercial  paper  . , 

.......  117.0. 

274.9 

Bank  credit  facility . . 

.......  100.0 

25.0 

Current  portion  of  long-term  debt . 

.  65.6 

163.1 

Total  short-term  debt . . . 

.  $  733.1 

$  463.0 

Long-term  debt: 

Bank  credit  facility  . . . .  . . . 

.  $1,540.0 

$1,700.0 

Receivables  backed  certificates 

......  1,654.3 

1,056.8 

Mortgages  . . . . . 

......  455.7 

418.5 

10.0%  Senior  notes  due  2001 . 

.  450.0 

450.0 

8.125%  Senior  notes  due  2002 . 

......  400.0 

— 

Senior  convertible  discount  notes . 

_  — 

306.6 

Note  monetization  facility  . . . . . . 

352.0 

352.0 

Convertible  subordinated  notes . . 

.  350.0 

.  _ 

Secured  promissory,  .note  . . 

. . .  242.3 

.  — 

Tax  notes . 

.  106.8 

177.4 

Capitalized  leases . 

.  81.1 

■67.5 

Other . . . . 

■  — 

0.4 

Total  long-term  debt . 

.  $5,632.2 

$4,529.2 

Interest  and  financing  costs  were  as  follows:  .  , 

S3  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

February  3,  15*96 

January  28,  1995 
(millions) 

January  29,  1994 

Interest  on  debt  ...  ..... . . ...... :. , . 

$478.2  ■ 

$244.9 

$197.5 

Amortization  of  financing  costs  _ _ _ .%  . 

21.7  ■ 

'  11.5 

10.2 

Interest  on  capitalized  leases  ....... _ 

9.1 

6.2 

6.0 

Subtotal . . 

509.0 

262.6 

213.7 

Less:  ! 

Interest  capitalized  ori  construction . 

(0.9)  : 

(0.5) 

(0.2) 

Interest  income . . 

'  (47.1) 

(43.9) 

(49.4) 

$461.0 

$218.2 

$164.1 
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Future  maturities  of  long-term  debt,  other  than  capitalized  leases  and  including  unamortized  original 
issue  discount  of  $1.7  million,  are  shown  below: 

(millions) 

Fiscal  year: 


1997  . . . . . .  $  890.0 

1998.. ... . 472.9 

1999  . . 934.1 

2000..  . . . v .  1,156.3 

2001. . 467,7 


After  2001 


1,631.8 


The  Company  assumed  $1,267.1  million  of  debt  in  the  acquisition  of  Broadway.  On  October  1 1,  1995,  in 
connection  with  the  acquisition  of  Broadway,  a  wholly  owned  subsidiary  of  the  Company  (“FNC  IF’) 
purchased  $422.3  million  of  mortgage  indebtedness  of  Broadway  for  6.8  million  shares  of  common  stock  of  the 
Company  and  a  $242.3  million  Secured  Promissory  Note. 


On  September  27,  1995,  the  Company  issued  $350.0  million  of  5.0%  Convertible  Subordinated  Notes  and 
thereafter  utilized  a  portion  of  the  proceeds  thereof  to  fund  the  repurchase  of  $  142.0  million  of  the  6.25% 
Convertible  Senior  Subordinated  Notes  assumed  in  the  Broadway  acquisition. 


On  October  3,  1995;  the  Company  issued  $400.0  million  of  8.125%  Senior  Notes  and  utilized  $307.4 
million  of  the  proceeds  thereof  to  prepay  the  entire  outstanding  principal  amount  of  the  Company’s  Senior 
Convertible  Discount  Notes  due  2004. 


The  following  summarizes  certain  provisions  of  the  Company’s  debt: 


Bank  Credit  Facility 

The  Bank  Credit  Facility  consists  of  a  $2,000.0  million  revolving  credit  facility  (the  “Revolving  Loan 
Facility”)  and  an  $800.0  million  term  loan  facility  (the  “Term  Loan  Facility”). 

The  Revolving  Loan  Facility  provides  for  revolving  credit  loans  (“Revolving  Loans”  and,  together  with 
the  loans  under  the  Term  Loan  Facility,  the  “Loans”)  of  up  to  $2,000.0  million,  of  which  an  aggregate  of 
$1,100.0  million  is  available  for  seasonal  working  capital  purposes  (including  a  letter  of  credit  subfacility).  For 
30  consecutive  calendar  days  during  the  period  from  December  1  to  March  1 ,  commencing  December  1 ,  1995, 
total  borrowings  plus  the  aggregate  stated  amounts  of  stand-by  letters  of  credit  under  the  Revolving  Loan 
Facility  may  not  exceed  $1,000.0  million  ($1,350.0  million  in  the  case  of  the  period  from  December  1,  1995  to 
March  1,  1996).  The  Company’s  ability  to  effect  borrowings  under  the  Revolving  Loan  Facility  is  not  subject 
to  any  borrowing  base  requirements  or  limitations.  The  Revolving  Loan  Facility  matures  on  March  31,  2000, 
with  the  Revolving  Loans  then  outstanding  to  be  repaid  in  full  on  such  date. 

The  Term  Loan  Facility  matures  on  Januaiy  29,  2000  and  does  not  require  any  amortization  of  principal 
prior  to  May  4,  1996.  Commencing  on  May  4,  1996,  the  Company  is  required  to  make  quarterly  amortization 
payments  totaling,  on  an  annual  basis:  $100.0  million  in  the  first  year  thereafter;  $150.0  million  in  the  second 
year  thereafter;  $200.0  million  in  the  third  year  thereafter;  and  $350.0  million  in  the  fourth  year  thereafter. 
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The  Company  is  permitted  by  the  terms  of  the  .Credit  Agreement  to  make  voluntary  prepayments  of  amounts 
outstanding. under  the  Term  Loan  Facility  at  any  time  without  penalty  or  . premium.  Until  such  time  as  the 
Company  has  obtained  an  investment  grade*  rating  with  respect  to  its  long-term  senior  unsecured  debt, 
repayments  of  certain  amounts  outstanding  under  the  Term  Loan  Facility  are  required  upon  the  occurrence  of 
certain  events. 

Loans  under  the  Bank  Credit  Facility  (other  than  “competitive  bid  loans,”  if  any)  bear  interest  at  a  rate 
equal  to,  at  the  Company’s  option,  (i)  the  administrative  ,  agent’s  Base  Rate  (as  defined  in  the  bank  credit 
agreement) .  in  effect  from  time  to  time  or  •  (ii)  the  administrative  agent’s  Eurodollar  rate  (adjusted  for 
reserves)  plus  1.0%  subject  to  adjustment  based  oh  the  Company’s  long-term  debt  rating  and  interest  coverage 
ratio.  The  Company  is  able  to  borrow  up' to  $1,000.0  million  under  the  Revolving  Loan  Facility  in  competitive 
bid  loarts  at  either  fixed  rates  or  Eurodollar-based  rates  as  bid  by  the  lenders  in  the  Revolving  Loan  Facility. 
The  Company  pays  a  commitment  fee  of  0.25%  per  annum,  subject  to  adjustment,  on  the  unused  portion  of 
the  Revolving  Loan  Facility. 

The  Company  has  purchased  interest  rate  caps  covering  an  aggregate  notional  amount  of  $1,400.0  million 
for  a  period  of  three  years  from  December  15,  1994.  Pursuant  to  such  caps,  the  Eurodollar  rate  with  reference 
to  which  interest  on  $500,0  million  of  the  Company’s  variable  rate  indebtedness  is  determined  is  effectively 
limited  to  a  maximum  rate  of  8%  per  annum  throughout  such  three-year  period:  and  :the  Eurodollar  rate  with 
reference  to  which  interest  on  $900.0  million  of  the  Company’s  variable  rate  indebtedness  is  determined  is 
effectively  limited  to  a  maximum  fate  of  7%  per  annum  in  the  first . year  of  such  three-year  period,  8%  per 
annum  in  the  second  year  of  such  .three-year  period  and  9%  per  annum  thereafter.  The  Company  has  also 
entered  into  interest  rate  swap  agreements  covering  an  aggregate  notional  amount  of  $300.0  million.  The 
Eurodollar  rate  with  reference  to  which  interest  on  the  Company’s  variable  rate  indebtedness  is  determined  is 
effectively  converted  to  a  fixed  rate  of  5.3275%  on  $100.0  million  of  borrowings  from  January  9,  1996  to 
January  9,  1998,  5.2625%  on  $100.0- million  of  borrowing's  from  January  23, ;  1996  to  January  25,  1999  and 
5,225%  on  $100.0  million  of  Borrowings  from  January  18,  1996  to  January  18,  1998.  :  - 

Receivables  Backed  Certificates  ;  ■ 

On  December  15,,  1992, .Prime  Receivables  Corporation,  a  wholly  owned  subsidiary  of  the ; Company 
(“Prime”),  issued  $981.0  million  ($979.1  million  discounted  amount)  of  asset-backed  certificates  in  four 
separate  classes  to  finance  its  purchases  of  revolving  consumer  credit  card  receivables  generated  by  the 
Company’s  department  store  operations  (other  than  - operations  ^previously  conducted  by  divisions  of  Macy’s). 
The  four  classes  of  certificates  are:  ■(!)  $450.0  million  in  aggregate  principal  amount  of  7.05%  Class  A- 1  Asset- 
Backed  Certificates,  Series  1992-1  due  December  15,  1997;  (ii)  $450.0  million  in  aggregate  principal  amount 
of  7.45%  Class  A-2  Asset-Backed  Certificates,  Series  1992-2  due  December  15,  1999;  (iii)  $40.5  million  in 
aggregate  principal  amount  of  7.55%  Class  B-l  Asset-Backed  Certificates,  Series  1992-1  due  January  15, 
1998;  and  (iv)  $40.5  million  in  aggregate  principal  amount  of  7.95%  Class  B-2  Asset-Backed  Certificates, 
Series  1992-2  due  January  18,  2000.  On  January  20,  1995  Prime  entered  into  an  agreement  pursuant  to  which 
it  effectively  sold  an  additional  $77.0  million  of  asset-backed  certificates  to  a  third  party,  with  such,  certificates 
bearing  interest  at  the  purchaser’s  commercial  paper  rate  plus  0.9%  and  maturing  as  to  $38.5  million  in ,1998 
and  $38.5  million  in  2000.  The  $77.0  million  of  certificates  are  subject  to  interest  rate  caps  intended  to 
effectively  limit  the  rate,  of  interest  thereon  .to  11.0%  per  annum.  On  July  27,  1995,  Prime  issued  an  additional 
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$598.0  million  of  asset-backed  certificates  in  two  separate  classes.  The  two  classes  are:  (i)  $546.0  million  in 
aggregate  principal  amount  of  6.75%  Class  A  Asset-Backed  Certificates,  Series  1995-1  due  August  .15,  2002 
and  (ii)  $52.0  million  in  aggregate  principal  amount  of  6.90%  Class  B  Asset-Backed  Certificates,  Series  1995- 
1  due  September  15,  2002.  All  of  the  foregoing  certificates  represent  undivided  interests  in  the  assets  of  a 
master  trust  originated  by  Prime. 

Receivables  Backed  Commercial  Paper 

On  January  5,  1993,  an  indirect  wholly  owned  special  purpose  financing  subsidiary  of  the  Company 
entered  into  a  liquidity  facility  with  a  syndicate  of  banks  providing  for  the  issuance  of  up  to  $375.0  million  of 
receivables  backed  commercial  paper.  Borrowings  under  the  liquidity  facility  are  secured  by  an  interest  in  the 
master  trust  originated  by  Prime  and  are  subject  to  interest  rate  caps  effectively  limiting  the  rate  of  interest 
thereon  to  10%  per  annum.  As  of  February  3,  1996  and  January  28,  1995  there  was  $1 17.0  million  and  $274,9 
million  of  such  commercial  paper  outstanding,  respectively. 

Broadway  Receivables  Based  Financing 

Broadway  Receivables  Inc.  ,  a  wholly  owned  subsidiary  of  the  Company  (“BRI”),  is  a  party  to  a  credit 
facility  providing  for  up  to  $575.0  million  in  receivables  based  financing.  The  Broadway  receivables  facility 
provides  for  an  unaffiliated  limited  purpose  corporation  to  advance  funds  to  BRI  and  to  fund  these  advances 
through  the  issuance  of  commercial  paper.  Outstanding  borrowings  under  the  facility,  which  are:  secured  by 
Broadway’s  customer  receivables,  accrue  interest  at  the  A-l/P-1  commercial  paper  rate  plus  1.08%.  At 
February  3,  1996,  there  was  $386.5  million  of  such  borrowings  outstanding. 

In  September  1994,  BRI  obtained  an  additional  $64.0  million  in  receivables  based  financing  through  the 
issuance  of  subordinated  asset  backed  notes  (the  “Asset  Backed  Notes”).  The  Asset  Backed  Notes  were 
issued  in  two  classes:  $38.0  million  of  7.55%  Class  A  notes  due  in  1999  and  $26.0  million  of  11.0%  Class  B 
notes  due  1999.  The  Asset  Backed  Notes  are  redeemable  at  BRI’s  option,  in  whole, or  in  part,  on  each  interest 
payment  date  on  or  after  October  15,  1994  and  on  October  8,  1996  at  a  redemption  price  combining  principal, 
accrued  interest,  unpaid  interest,  and  a  make-whole  premium.  In  March  1996,  BRI  gave  notice  for 
redemption  of  the  Asset  Backed  Notes  effective  April  15,  1996. 

Subject  to  such  earlier  termination  as  may  be  agreed  upon  by  the  parties,  the  Broadway  receivables 
facility  will  expire  on  October  8, 1996.  It  is  anticipated  that,  in  connection  with  such  termination  or  expiration, 
the  customer  receivables  that  provided  security  for  the  Broadway  receivables  facility  and  the  Asset  Backed 
Notes  will  be  purchased  by  Prime.  ' 

10.0%  Senior  Notes  due  2001 

The  10%  Senior  Notes  due  2001  were-issued  by  the  Company  oh  January  27,  1995.  The  Senior  Notes  are 
unsecured  obligations  of  the  Company  which  mature  on  February  15,  2001  and  bear  interest  at  10%  per 
annum  from  January  27,  1995,  payable  semiannually  on  February  15  and  August  15  of  each  year.  The  Senior 
Notes  are  not  redeemable  at  the  option  of  the  Company  prior  to  maturity  and  are  not  subject  to  a  sinking  fund. 
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8.125%  Senior  Notes  due  2002 

The  8.125%  Senior  Notes  due  2002  were  issued  by  the  Company  on  October  3,  1995.  The  Senior  Notes 
are  unsecured  obligations  of  the  Company  which  mature  on  October  15,  2002  and  bear  interest  at  8.125%  per 
annum  from  October  6,  1995,  payable  semiannually  on  October  15  and  April  15  of  each  year,  commencing  on 
April  15,  1996.  The  Senior  Notes  are  not  redeemable  at  the  option  of  the  Company  prior  to  maturity  and  are 
not  subject  to  a  sinking  fund. 

Mortgages 

Certain  of  the  Company’s  real  estate  subsidiaries  are  parties  to  a  mortgage  loan  facility  providing  for 
secured  borrowings.  Borrowings  under  the  facility  will  mature  in  2002  and  bear  interest  at  9.99%  per  annum. 
Borrowings  under  the  facility  are  secured  by  liens  on  certain  real  property.  As  of  February  3,  1996  and  January 
28,  1995,  there  was  $345.1  million  outstanding  under  the  mortgage  loan  facility. 

In  addition  to  the  mortgage  indebtedness  described  above,  the  Company  and  certain  of  its  subsidiaries  are 
obligated,  under  certain  other  mortgage  notes,  which  are  secured  by  liens  on  certain  real  property  of  the 
Company’s  subsidiaries.  The  aggregate  principal  amount  of  such  mortgage  notes  was  $118.8  million  ($8.2 
million  included  in  short-term  debt)  as  of  February  3*  1996  and  $76.2  million  ($2.8  million  included  in  short¬ 
term  debt)  as  of  January  28,  1995.  / 

Convertible  Subordinated  Notes 

On  September  27,  1995,  the  Company  issued  Convertible  Subordinated  Notes  which  are  unsecured 
obligations  of  the  Company  and  are  subordinate  to  all  existing  and  future  Senior  Debt  of  the  Company  and  all 
indebtedness  and  other  liabilities  of  the  Company’s  subsidiaries.  The  Convertible  Subordinated  Notes  mature 
on  October  1,  2003  and  bear  interest  at  the  rate  of  5%  per  annum  from  September  27, 1995,  payable  in  arrears 
on  October  1  and  April  1  of  each  year,  commencing  April  1,  1996. 

At  any  time  prior  to  maturity,  unless  previously  redeemed  or  repurchased,  each  holder  of  Convertible 
Subordinated  Notes  will  have  the  right  to  convert  the  principal  of  such  holder’s  Convertible  Subordinated 
Notes  into  fully-paid  and  non- assessable  shares  of  Common  Stock  at  the  rate  of  29.2547  shares  of  Common 
Stock  for  each  $1,000  stated  principal  amount  of  Convertible  Subordinated  Notes,  provided  that  such 
conversion  rate  will  be  appropriately  adjusted  in  order  to  prevent  dilution  of  such  conversion  right  in  the  event 
of  certain  changes  in  or  events  affecting  the  Common  Stock  and  certain  consolidations,  mergers,  sales,  leases, 
transfers,  or  other  dispositions  to  which  the  Company  is  a  party.  In  addition,  the  Convertible  Subordinated 
Notes  will  be  redeemable  at  the  Company’s  option,  in  whole  or  in  part,  at  anytime  on  or  after  October  1,  1998, 
at  the  redemption  prices  plus  accrued  interest  to  the  date  of  redemption.  The  Convertible  Subordinated  Notes 
are  not  subject  to  a  sinking  fund. 

Secured  Promissory  Note 

The  Secured  Promissory  Note  matures  in  October  2000  and  is  secured  by  liens  on  certain  real  property 
and  stock  of  FNCTI.  The  Secured  Promissory  Note  bears  interest  at  a  variable  rate  equal  to  LIBOR  plus 
1.25%.  The  Secured  Promissory  N’ote  provides  that,  at  a  time  to  be  specified  by  the  Company  during  the  first 
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six  months  of  the  term  thereof,  the  interest  rate  thereunder  will  be  fixed  at  a  rate  equal  to  the  applicable 
Treasury  rate  plus  1.75%. 

Tax  Notes 

The  Tax  Notes  represent  agreements  with  taxing  authorities  with  respect  to  claims  to  be  paid  over 
varying  periods  of  time  up  to  6  years,  with  unpaid  balances  bearing  interest  at  rates  ranging  from  8.0%  to 
9.35%  per  annum. 

Note  Monetization  Facility 

On  May  3,  1988,  the  Company  sold  certain  divisions  for  consideration  which  included  a  $400.0  million 
promissory  note.  The  Company  subsequently  transferred  the  note  to  a  grantor  trust  of  which  it  is  the 
beneficiary.  The  trust  borrowed  $352.0  million  under  a  note  monetization  facility,  using  the  note  as  collateral, 
and  distributed  the  proceeds  of  such  borrowing  to  the  Company.  The  borrowing  under  the  note  monetization 
facility  matures  in  two  equal  installments  on  May  3,  1997  and  1998,  and  bears  interest  at  a  variable  interest 
rate  based  on  LIBOR,  subject  to  certain  adjustments.  An  interest  rate  swap  agreement  was  entered  into  for 
the  note  monetization  facility  which,  in  effect,  converted  the  variable  interest  rate  to  a  fixed  rate  of  10.344%, 
The  Company  is  not  an  obligor  on  the  borrowing  under  the  note  monetization  facility  or  the  interest  rate  swap 
agreement,  and  the  lender’s  recourse  thereunder  is  limited  to  the  trust’s  assets’ and  the  Company’s  interest  in 
the  trust. 

11.  Accounts  Payable  and  Accrued  Liabilities 


Merchandise  and  expense  accounts  payable  . . . 
Business  integration  and  consolidation  expenses 

Merger  related  liabilities  ... . . 

Taxes  other  than  income  taxes  . . 

Accrued  wages  and  vacation . 

Accrued  interest . . 

Other . 


Included  in  Other  at  February  3,  1996  is  $22.5  million  of  accrued  severance  in  connection  with  the 
Broadway  acquisition  related  to  approximately  2,000  employees.  Included  in  the  liability  for  business 
integration  and  consolidation  expenses  at  January  28,  1995  is  $26.1  million  of  accrued  severance  related  to 
approximately  750  employees  of  the  Abraham  &  Straus/ Jordan  Marsh;  Rich’s/Goldsmith’s  and  Lazarus 
divisions  (see  Note  3),  all  of  which  was  paid  out  prior  to  February  3,  1996. 
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February  3, 
1996 

January  28, 
1995 

(millions) 

$1,592.7 

$1,299.2 

13.0 

57.8 

64.4 

.'  173,1 

94,6 

123.3 

81.4 

81.2 

64.3 

29.3 

448.1 

419.8 

$2,358.5 

$2,183.7  . 

Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  —  Continued 


12.  Taxes 

Total  income  taxes  were  allocated  as  follows: 

53  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

February  3,  1996 

January  28,  1995 

January  29,  1994 

(millions) 

Income  from  operations . . . 

$127.3 

$143.7 

$171.0 

Extraordinary  items . : . 

~ 

:  ~ 

(2-3) 

Total  income  taxes . . , 

$127.3 

$143,7 

$168.7 

Income  tax  expense  attributable  to  income  from  operations  is  as 

follows: 

53  Weeks  Ended 

52  Weeks  Er 

ided  52  Weeks  Ended 

February  3,  1996 

January  28,  ] 

1995  January  29,  1994 

Current  Deferred  Total 

Current  Deferred  Total  Current 

Deferred  Total 

Federal.... .  $91,1  $13.5  $104.6 

$  82.0  $31.4 

$113.4  $127.9 

$10.4  $138.3 

State  and  local .  19.5  3.2  22,7 

21.2  9.1 

30.3  33.6 

(0.9)  32.7 

$110.6  $16.7-  $127.3 

$103.2  $40.5 

$143.7  $161:5 

$9.5  $171.0 

The  income  tax  expense  attributable  to  income  from  operations  reported  differs  from  the  expected  tax 

computed  by  applying  the  federal  income  tax  statutory  rate  of  35%  for  the  53  .weeks  ended  February  3,  1996 

and  the  52  weeks  ended  January  28,  1995  and  January  29,  1994 

to  income  before 

income  taxes  and 

extraordinary  items.  The  reasons  for  this  difference  and  their  tax  effects  are  as  follows: 

53  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

February  3,  1996 

January  28,  1995 

January  29,  1994 

Expected  tax . . 

$  70.7 

$115.9 

$128.7 

State  and  local  income  taxes,  net  of  federal 

income  tax  expense . . . . . . . 

14,7 

19.7 

21.2, 

Permanent  difference  arising  from  amortization 

of  intangible  assets . . . . . . . . 

16.6 

7.9. 

6.6 

Permanent  difference  resulting:  from  Broadway 

acquisition . . . . . . 

■•.22.7 

Effect  of  federal  tax  rate  change  on  deferred 

income  taxes  . . .  .  . ... _ _ _ _ _ .......  ,v. .  . 

— 

— 

14.2 

Other . . . . 

'2.6 

0.2 

:  0.3 

$127,3 

'  $143.7 

.  $171.0 
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The  tax  effects  of  temporary  differences  that  give  rise  to  significant  portions  of  the  deferred  tax  assets  and 

deferred  tax  liabilities  are  as  follows: 

February  3, 

January  28, 

1996 

1995 

(millions) 

Deferred  tax  assets: 

Operating  loss  carryforwards . . . . 

Accrued  liabilities  accounted  for  on  a  cash  basis 

$  417.0 

$  378.3 

for  tax  purposes . 

160.4 

174.6 

Postretirement  benefits  other  than  pensions  ...... 

179.5 

180.8 

Capital  lease  debt . 

34.6 

28.6 

Allowance  for  doubtful  accounts  . . 

31.7 

18.1 

Alternative  minimum  tax  credit  carryforwards . 

48.9 

37.3 

Other . . . 

133.8 

77.7 

Total  gross  deferred  tax  assets . 

1,005.9 

895.4 

j  Less  valuation  allowance . 

— 

(114.7) 

Net  deferred  tax  assets . 

1,005.9 

780.7 

Deferred  tax  liabilities: 

Excess  of  book  basis  over  tax  basis  of  property 

and  equipment . 

(1,335.7) 

(1,119.2) 

Prepaid  pension  expense  . . . . : . 

(71.8) 

(76.7) 

;  Deferred  gain  from  sale  of  divisions  . 

(81.6) 

(81.6) 

Merchandise  inventories . 

(131.6) 

(98.6) 

Effects  of  reorganization  transactions  . . 

(18.2) 

(136.4) 

Other  . . . . .  .  . . . . 

(25.6) 

(23.5) 

Total  gross  deferred  tax  liabilities . 

(1,664.5) 

(1,536.0) 

Net  deferred  tax  liability . . 

$  (658.6) 

$  (755.3) 

In  assessing  the  realizability  of  deferred  tax. assets,  management  considers  whether  it  is  more  likely  than 

not  that  some  portion  or  all  of  the  deferred  tax  assets  will  not  be  realized.  The  ultimate  realization  of  deferred 
tax  assets  is  dependent  upon  the  generation  of  future  taxable  income  during  the  periods  in  which  those 

1  temporary  differences  become  deductible.  Management  considers 

the  scheduled 

reversal  of  deferred  tax 

liabilities  and  tax  planning  strategies  in  making  this  assessment.  Because  tax  law  limits  the  use  of  an  acquired 

enterprise’s  net  operating  loss  carryforwards  to  subsequent  taxable 

income  of  the  acquired  enterprise  in  a 

consolidated  tax  return  for  the  combined  enterprise,  management  had  recorded 

a  valuation  allowance  of 

$114,7  million  to  reflect  the  estimated  amount  of  deferred  tax  assets  related  to  Macy’s  net  operating  loss 
carryforwards  (the  “Macy’s  NOLs”)  which  may  not  be  realized.  During  the  year  ended  February  3,  1996,  the 

Company  determined  that  the  valuation  allowance  related  to  the  Macy’s  NOLs 

was  not  required  and  the 

excess  of  cost  over  net  assets  acquired  was  adjusted  accordingly. 
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As  of  February  3,  1996,  the  Company  estimated  that  the  Macy’s  NOL’s,  which  are  available  to  offset 
future  taxable  income  of  Macy’s  through  2008,  were  approximately  $777.8  million  and  that  Broadway’s  net 
operating  loss  carryforwards,  which  are  available  to  offset  future  taxable  income  of  Broadway  through  2009, 
were  approximately  $302.6  million.  The  Company  also  had  alternative  minimum  tax  credit  carryforwards  of 
$48,9  million  which  are  available  to  reduce  future  income  taxes,  if  any,  over  an  indefinite  period. 

In  connection  with  the  joint  plan  of  reorganization  (“POR”)  of  Federated  Stores,  Inc.  (“FSI”),  the 
former  parent  of  the  Company  and  certain  of  its  subsidiaries,  the  FSI  consolidated  tax  group  (which,  with 
respect  to  periods  prior  to  February  4,  1992,  included  the  Company  and  such  subsidiaries)  triggered  certain 
gains  (the  “Gains”)  estimated  at  approximately  $1,800.0  million.  The  Company  believed  that  net  operating 
and  capital  losses  (“NOLs”)  sufficient  to  offset  the  Gains  were  available  at  the  time  the  Gains  were  triggered 
and,  accordingly,  that  the  Company  would  have  no  regular  federal  income  tax  liability  in  respect  thereof  and 
that  it  had  adequately  provided  for  its  estimated  alternative  minimum  tax  liability.  During  the  year  ended 
January  28,  1995,  the  Company  recorded  $75.0  million  of  tax  benefits  related  to  NOLs  generated  prior  to 
February  4,  1992  and  reduced  reorganization  value  in  excess  of  amounts  allocable  to  identifiable  assets 
accordingly.  The  remaining  issues  related  to  the  Gains  and  the  POR  were  resolved  on  January  5,  1996  and  the 
Company  recorded  $200.0  million  of  tax  benefits  related  to  such  NOLs  as  a  reduction  of  reorganization  value 
in  excess  of  amounts  allocable  to  identifiable  assets. 

In  connection  with  their  respective  reorganization  proceedings,  the  Internal  Revenue  Service  (“IRS”) 
audited  the  tax  returns  of  the  Company  and  certain  of  its  subsidiaries  and  the  FSI  consolidated  tax  group  for 
tax  years  1984  through  1989  and  asserted  certain  claims  against  the  Company  and  such  subsidiaries  and  other 
members  of  the  FSI  consolidated  tax  group.  All  of  the  issues  raised  by  the  IRS  audit  have  been  resolved 
except  for  an  issue  involving  the  deductibility  of  approximately  $176.3  million  of  so-called  “break-up  fees.” 
This  issue  was  resolved  in  favor  of  the  Company  by  the  Bankruptcy  Court  for  the  Southern  District  of  Ohio, 
the  decision  of  which  was  affirmed  by  the  United  States  District  Court  for  the  Southern  District  of  Ohio. 
Thereafter,  the  IRS  filed  an  appeal  of  such  decision  in  the  United  States  Court  of  Appeals  for  the  Sixth 
Circuit,  where  such  appeal  is  currently  pending.  Although  there  can  be  no  assurance  with  respect  thereto, 
management  does  not  expect  that  the  ultimate  resolution  of  this  issue  will  have  a  material  adverse  effect  on 
the  Company’s  financial  position  or  results  of  operations. 

13.  Retirement  Plans 

The  Company  has  defined  benefit  plans  (“Pension  Plans”)  and  defined  contribution  plans  (“Savings 
Plans”)  which  cover  substantially  all  employees  who  work  1,000  hours  or  more  in  a  year.  In  addition,  the 
Company  has  defined  benefit  supplementary  retirement  plans  which  include  benefits,  for  certain  employees,  in 
excess  of  qualified  plan  limitations.  Forthe53  weeks  ended  February  3,  1996,  the  52  weeks  ended  January  28, 
1995  and  the  52  weeks  ended  January  29,  1994,  net  retirement  expense  for  these  plans  totaled  $21.8  million, 
$3.0  million  and  $2.7  million,  respectively. 

Measurements  of  plan  assets  and  obligations  for  the  Pension  Plans  and  the  defined  benefit  supplementary 
retirement  plans  are  calculated  as  of  December  31  of  each  year.  In  addition,  for  such  plans,  the  discount  rates 
used  to  determine  the  actuarial  present  value  of  projected  benefit  obligations  was  7.25%  as  of  December  31, 
1995  and  ranged  from  8.0%  to  8.5%  as  of  December  31,  1994,  The  assumed  rate  of  increase  in  future 
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compensation  levels  was  5.0%  as  of  December  31,  1995  and  ranged  from  5.0%  to  6.0%  as  of  December  31, 
1994.  The  long-term  rate  of  return  on  assets  {Pension  Plans  only)  was  9.75%  as  of  December  31,  1995  and 
ranged  from  9.0%  to  9.75%  as  of  December  31,  1994. 


Net  pension  expense  (income)  for  the  Company’s  Pension  Plans  included  the  following  actuarially 
determined  components: 

53  Weeks  Ended  52  Weeks  Ended  52  Weeks  Ended 

February  3,  1996  January  28,  1995  January  29,  1994  :  . 

(millions) 


Service  cost  . . . 

$  31.3 

$  19.9 

=  $  17.5 

Interest  cost . . 

82.6 

39.9 

39.0 

Actual  return  on  assets . . . 

(243.2) 

5.1 

(94.1) 

Net  amortization  and  deferrals . 

134.5 

(73.7) 

24.9 

Cost  of  special  termination  benefits  , . , 

_ — 

* _ -J  '  ' 

'  7.8 

$  5.2 

■  1  '(8.8) 

$  (4.9) 

The  following  table  sets  forth  the  projected  actuarial  present  value  of  benefit 

obligations  and 

status  at  December  31,  1995  and  1994,  for  the  Pension  Plans: 


Net  accumulated  benefit  obligations,  including  vested 
benefits  of  $1,213.2  million  and  $839,7  million, 

respectively _ .......... . .. ... . ,  , . . ,  „  ;v, . , 

Projected  compensation  increases  . 

Projected  benefit  obligations . . . . . 

Plan  assets  (primarily  stocks,  bonds  and  U.S. 

government  securities)  . . 

Unrecognized  loss . . . . . 

Unrecognized  prior  service  cost ..... ... ...  . ... .  ... _ 

Unrecognized  net  asset . . A . 


Prepaid  pension  expense  ,  .  . . . 

The  Company’s  policy  is  to  fund  the  Pension  Plans  at  or  above  the  minimum  required  by  law.  At 
December  31,  1995  and  1994,  the  Company  had  met  the  full  funding  limitation.  Plan  assets  are  held  by 
independent  trustees. 


$1,244.5  ■ 

.  ..$  857.6 

97.8 

;  137.6 

1,342.3 

995.2 

.1,363.4 

1,075,3 

162.9 

’  127.6 

1.9  ■■  ■ 

1,9 

_ _ 09 

■  — 

1,529.1 

1,204,8 

$  186.8 

$  209.6 
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One  of  the  Company’s  Pension  Plans  was  amended  effective  January  1, 1996  to  reflect  then  current  salary 
levels.  This  amendment  resulted  in  an  increase  of  $3.0  million  in  the  accumulated  benefit  obligation,  which 
will  be  recognized  over  an  amortization  period  of  8.3  years. 

Supplementary  Retirement  Plans 

Net  pension  expense  for  the  supplementary  retirement 
determined  components: 

53  Weeks  Ended 
February  3,  1996 

Service  cost .  $  1.6 

Prior  service  cost . 1.1 

Interest  cost  on  projected  benefit 

obligations .  3.0 

Net  amortization  and  deferral .  0.7 

$  6.4 

The  following  table  sets  forth; the  projected  actuarial  present  value  of  unfunded  benefit  obligations  at 
December  31,  1995  and  1994,  for  the  supplementary  retirement  plans: 


December  31,  December  31, 

1995  1994 


Accumulated  benefit  obligations,  including  vested 
benefits  of  $68.4  million  and  $20.7  million, 
respectively . . . 

(millions) 

$69.9 

$21.1 

Projected  compensation  increases . . . . 

16.1 

19.7 

Projected  benefit  obligations . . . . . 

86.0 

40.8 

Unrecognized  gain  (loss) . . 

(6.2) 

4.4 

Unrecognized  prior  service  cost . 

(6-5) 

(7-6) 

Accrued  supplementary  retirement  obligation . 

$73.3 

$37,6 

Savings  Plans 

The  Savings  Plans  include  a  voluntary  savings  feature  for  eligible  employees.  For  one  plan,  the 
Company’s  contribution  is  based  on  the  Company’s  annual  earnings  and  the  minimum  Company  contribution 
is  20%  of  an  employee’s  eligible  savings.  For  the  other  plans,  the  Company’s  contribution  is  based  on  a 
percentage  of  employee  savings.  Savings  expense  amounted  to  $10.2  million  for  the  53  weeks  ended  February 
3,  1996,  $8.3  million  for  the  52  weeks  ended  January  28,  1995  and  $6.4  million  for  the  52  weeks  ended  January 
29,  1994. 
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plans  included  the  following  actuarially 

52  Weeks  Ended  52  Weeks  Ended 

January  28,  1995  January  29,  1994 

(millions) 

$  0.8  $  0.3 

1.7  1.2 

1.0  (0.3) 

$  3.5  $  1,2 
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The  discount  rate  used  in  determining  the  actuarial  present  value  of  unfunded  postretirement  benefit 
obligations  was  7.25%  as  of  December.  31,  1995  and  ranged  from  8.0%  to  8.5%  as  of  December  31,  1994. 

The  future  benefits  provided  by  the  Company  for  certain  employees  are  based  on  a  fixed  amount  per  year 
of  service,  and  the  accumulated  postretirement  benefit  obligation  is  not  affected  by  increases  in  health  care 
costs.  However,  the  future  medical  benefits  provided  by  the  Company  for  certain  other  employees  are  affected 
by  increases  in  health  care  costs.  For  purposes  of  determining  the  present  values  of  unfunded  posfretirement 
benefit  obligations,  the  annual  growth  rate  in  the  per  capita  cost  of  various  components  of  such  medical  benefit 
obligations  was  assumed  to  range  from  6,0%  to  18.0%  in  the  first  year,  and  to  decrease  gradually  for  each  such 
component  to  6,0%  in  the  twelfth  year  and  to  remain  at  that  level  thereafter.  The  foregoing  growth  rate 
assumption  has  a  significant  effect  on  such  determination.  To  illustrate,  increasing  such  assumed  growth  rates 
by  one  percentage  point  would  .increase  the  present  value  of  unfunded  postretirement  benefit  obligation  as  of 
December  31,  1995  by  $26.5  million. 

IS.  Equity  Plan 

The  Company  has  implemented  an  equity  plan  intended  to  provide  an  equity  interest  in  the  Company  to 
key  management  personnel  and  thereby  provide  additional  incentives  for  such  persons  to  devote  themselves  to 
the  maximum  extent  practicable  to  the  businesses  of  the  Company  and  its  subsidiaries.  The  equity  plan  is 
administered  by  the  Compensation  Committee  of  the  Board  of  Directors  (the  “Compensation  Committee”) , 
The  Compensation  Committee  is  authorized  to  grant  options,  stock  appreciation  rights  and  restricted  stock  to 
officers  and  key  employees  of  the  Company  and  its  subsidiaries.  The  equity  plan  also  provides  for  the  award  of 
options  to  non-employee  directors. 

Stock  option  transactions  are  as  follows: 


53  Weeks  Ended  52  Weeks  Ended 

February  3,  1996 _  _ January  28,  1995 

(shares  in  thousands)  Shares  Grant  Price  Shares  Grant  Price 

Outstanding,  beginning  of  year  , . 6,151.5  $11,625-25.000  3,038,5  $11,625-25.000 

Granted  . 2,291.1  19.000-28.500  3,5974  18.625-23.625 

Canceled... . (435.6)  16.000-23.625  (218.2)  11.625-23.625 

Exercised . . . . .  (591.3)  *  15.625-23.625  (266.2)  11.625-20,875 

Outstanding,  end  of  year . . ”  . . .  7,415.7  $11.625-28.500  6,151.5  $11,625-25,000 

Exercisable,  end  of  year .  2,750,2  $11.625-25.000  1,904,1  $11,625-25.000 


As  of  February  3,  1996,  9,984,600  shares  of  Common  Stock  were  available  for  additional  grants  pursuant 
to  the  Company’s  equity  plan,  of  which  204,900  shares  were  available  for  grant  in  the  form  of  restricted  stock: 
In  the  year  ended  February  3,  1996,  no  shares  of  Common  Stock  were  granted  in  the  form  of  restricted  stock. 


16.  Shareholders’  Equity 

The  authorized  shares  of  the  Company  consist  of  125,0  million  shares  of  preferred  stock  (“Preferred 
Stock”),  par  value  of  $.01  per  share,  with  no  shares  issued,  and  500.0  million  shares  of  Common  Stock,  par 
value  of  $.01  per  share,  with  232.4  million  shares  of  Common  Stock  issued  and  202.7  million  shares  of 

F-27 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS  —  Continued 


Common  Stock  outstanding  at  February  3,  1996;  212.2  million  shares  of  Common-Stock  issued  and  182,6 
million  shares  outstanding  at  January  28,  1995  and  1 26.3  million  shares  of  Common  Stock  issued  and 
outstanding  at  January  29,  1994  (with  shares  held  in  the  Company’s  treasury  or  by  subsidiaries  of  the 
Company  being  treated  as  issued,  but  not  outstanding). 

Common  Stock 

The  holders  of  the  Common  Stock  are  entitled  to  one  vote  for  each  share  held  of  record  on  all  matters 
submitted  to  a  vote  of  shareholders.  Subject  to  preferential  Tights  that  may  be  applicable  to  any  Preferred1 
Stock,  holders  of  Common  Stock  are  entitled  to  receive  ratably  such  dividends  as  may  be  declared  by  the 
Board  of  Directors  out  of  funds  legally .  available  therefor.  However,  it  is  not  presently  anticipated  thaf 
dividends  will  be  paid  on  Common  Stock  in  the  foreseeable  future  and  certain  of  the  debt  instruments  to' 
which  the  Company  is  a  party  restrict  the  payment  of  dividends. 

Preferred  Share  Purchase  Rights 

Each  share  of  Common  Stock  is  accompanied  by  one  right  (a  “Right”)  issued  pursuant  to  the  Share 
Purchase  Rights  Agreement  between  the  Company  and  The  Bank  of  New  York,  as  Rights  Agent.  Each  Right 
entitles  the  registered  holder  thereof  to  purchase  from  the  Company,  one  one-hundredth  of  a  share  of  Series  A 
Junior  Participating  Preferred  Stock,  par  value  $.01  per  share  (the  “Series  A  Preferred  Shares”),  of  the 
Company  at  a  price  (the  “Purchase  Price”)  of  $62.50  per  one  one-hundredth  of.  a  Series  A.  Preferred  Share 
(subject  to  adjustment). 

In  general,  the  Rights  will  not  become  exercisable  or  transferable  apart  from  the  shares  of  Common 
Stock  with  which  they  were  issued  unless  a  person  or  group  of  affiliated  or  associated  persons  becomes  the 
beneficial  owner  of,  or  commences  a  tender  offer  that  would: result  in  beneficial  ownership  of,  20%  or  more  of 
the  outstanding  shares  of  Common  Stock  (any  such,  person  or  group  of  persons  being  referred,  to  as  an 
“Acquiring  Person”) .  Thereafter,  under  certain  circumstances,  each  Right  (other  than  any  Rights  that  are  or 
were  beneficially  owned  by  an  Acquiring  Person,  which  Rights  will  be  void)  could  become  exercisable  to 
purchase  at  the  Purchase  Price  a  number  of  shares  of  Common  Stock  having  a  market  value  equal  to  two 
times  the  Purchase  Price.  The  Rights  will  expire  on  February  4,  2002,  unless  earlier  redeemed  by  the 
Company  at  a  redemption  price  of  $.03  per  Right  (subject  to  adjustment). 

Future  Stock  Issuances 

The  Company  is  authorized  to  issue  10.2  million  shares  of  Common  Stock  (subject  to  adjustment)  .upon 
the  conversion  of  the  Convertible  Subordinated  Notes,  1,0  million  shares  of  Common  Stock  (subject  to 
adjustment)  upon  the  exercise  of  the  Company’s  Series  B  Warrants,  .9.0  million  shares  of  Common  Stock 
(subject  to  adjustment)  upon  the  exercise  of  the  Company’s  Series'  C  Warrants,  9.0  million  shares  of 
Common  Stock  (subject  to  adjustment)  upon  the  exercise  of  the  Company’s  Series  P  Warrants  and  0.2 
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million  shares  of  Common  Stock  (subject  to  adjustment)  upon  the  exercise  of  the  Company’s  Series  E 
Warrants.  The  warrants  have  the  following  terms: 

Shares  per  Exercise  Expiration 

Warrant  Price  Date 


Series  B . .  1.047  $35,00  2/15/00 

Series  C.. . 1.000  25.93  12/19/99 

Series  D . 1.000  .  29.92  12/19/01 

Series  E . 0.270  17.00  10/08/99 


In  February  1996,  the  Company  issued  4.1  million  shares  of  Common  Stock  and  received  $99.0  million  in 
proceeds  from  the  exercise  of  the  Company’s  Series  A  Warrants,  which  expired  on  Februaiy  15,  1996. 

In  addition  to  the  stock  options  described  in  Note  15,  the  Company  issued  options  to  purchase  1.5  million 
shares  of  Common  Stock  at  prices  ranging  from  $14,81  to  $51.85  in  connection  with  the  acquisition  of 
Broadway  (of  which  options  to  purchase  1.3  million  shares  of  Common  Stock  remained  outstanding  as  of 
February  3,  1996). 
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Shareholders’  Equity  consists  of  the  following: 


Preferred  stock . . . . 

Common  stock: 

Balance,  beginning  of  year . 

Issuance  of  common  stock . 

Balance,  end  of  year  . . . 

Additional  paid-in  capital: 

Balance,  beginning  of  year . 

Issuance  of  common  stock  ....... _ 

Issuance  of  warrants . . . . 

Cancellation  of  treasury  stock . 

Balance,  end  of  year . . 

Unearned  restricted  stock: 

Balance,  beginning  of  year . 

Cancellation  (issuance)  of  common  stock 

Amortization . 

Balance,  end  of  year . 

Treasury  stock: 

Balance,  beginning  of  year . 

Additions . . . 

Cancellations . 

Balance,  end  of  year . . 

Accumulated  equity: 

Balance,  beginning  of  year . . 

Net  income . . 

Balance,  end  of  year  . . . 

Total  shareholders’  equity. . . , . 


52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

February  3,  1996 

January  28,  1995 

January  29,  1994 

(millions) 

$ _ — 

$ _ 

$ _ — 

$  2.1 

$  1.3 

$  1.3 

_ 02 

_ _ 08 

— 

_ 23 

_ 2 A 

_ 13 

3,711.3 

1,975.7 

1,968.0 

557.1 

1,617.7 

7.7 

— 

118.4 

— 

— 

_ £05) 

•— 

4.268.4 

3,711.3 

1,975.7 

(8.5) 

(4.1) 

(73) 

07 

(7.1) 

0.1 

4,6 

_ _ 2/7 

- _ 33 

_ <M) 

_ m) 

(4.1) 

(559.1) 

(0.9) 

(3.1) 

(558.7) 

(0.9) 

- 

_ 05 

- 

(562,2) 

(559.1) 

_ (09) 

493.8 

306.2 

113.0 

74,6 

187.6 

193.2 

568.4 

493.8 

306.2 

$4,273.7 

$3,639.6 

$2,278.2 
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Changes  in  the  number  of  shares  held  in  the  treasuiy  are  as  follows: 

53  Weeks  Ended  52  Weeks  Ended 
February  3,  1996  January  28,  1995 
(thousands) 

Balance,  beginning  of  year . .  29,604.7  40.6 

Additions: 

Acquisition  of  Macy’s .  — 

Restricted  stock . . .  1  40.8 

Deferred  compensation  plan .  83.4 

Cancellations .  = 

Balance,  end  of  year  - - - - - ....  ...  29,728.9 

In  connection  with  the  acquisition  of  Macy’s,  29.5  million  shares  were  issued  to  wholly  owned  subsidiaries 
of  the  Company  and  are  reflected  as  treasuiy  shares  in  the  Consolidated  Financial  Statements.  Additions  to 
treasury  stock  for  restricted  stock  represent  shares  accepted  in  lieu  of  cash  to  cover  employee  tax  liability  upon 
lapse  of  restrictions.  Under  the  deferred  compensation  plan,  shares  are  maintained  in  a  trust  to  cover  the 
number  estimated  to  be  needed  for  distribution  on  account  of  stock  credits  currently  outstanding. 

17.  Financial  Instruments  and  Concentrations  of  Credit  Risk 

The  following  methods  and  assumptions  were  used  to  estimate  the  fair  value  of  each  class  of  financial 
instruments  for  which  it  is  practicable  to  estimate  that  value: 

Cash  and  short-term  investments  .  ■  . 

The  carrying  amount  approximates  fair  value  because  of  the  short  maturity  of  these  instruments. 

Accounts  receivable 

The  carrying  amount  approximates  fair  value  because  of  the  short  average  maturity  of  the  instruments, 
and  bad  debt  expense  can  be  reasonably  estimated  and  has  been  reserved  for  against  the  receivable  balance. 

Notes  receivable 

The  fair  value  of  notes  receivable  is  estimated  using  discounted  cash  flow  analysis,  based  on  estimated 
market  discount  rates. 

Other  assets 

Other  assets  primarily  represent  investments  in  joint  ventures  accounted  for  on  the  equity  basis.  The  fair 
value  of  such  investments  approximates  the  carrying  value  based  on  recent  appraisals. 

As  of  January  28,  1995,  other  assets  also  included  the  Company’s  ownership  of  approximately  6.58%  of 
the  common  stock  of  Ralph’s  Grocery  Company  (“Ralph’s”) ,  the  fair  value  of  which  was  estimated  as  of  such 
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date  based  on  the  terms  of  the  pending  sale  thereof.  The  Company  sold  this  long-term  investment  during 
1995. 

Long-term  debt 

The  fair  values  of  the  Company’s  long-term  debt  are  estimated  based  on  the  quoted  market  prices  for 
publicly  traded  debt  or  by  using  discounted  cash  flow  analysis,  based  on  the  Company’s  current  incremental 
borrowing  rates  for  similar  types  of  borrowing  arrangements. 

Interest  rate  cap  agreements 

The  fair  values  of  the  interest  rate  cap  agreements  are  estimated  based  on  current  settlement  prices  of 
comparable  contracts  obtained  from  dealer  quotes. 

Interest  rate  swap  agreements 

The  fair  values  of  the  interest  rate  swap  agreements  are  obtained  from  dealer  quotes.  The  values  represent 
the  estimated  amount  the  Company  would  pay  to  terminate  the  agreements  at  the  reporting  date,  taking  into 
account  current  interest  rates  and  the  current  creditworthiness  of  the  swap  counterparties.  The  interest  rate 
swap  agreements  pertain  to  the  note  monetization  and  working  capital  facilities  and,  although  currently  in  net 
payable  positions,  management  intends  to  hold  these  agreements  to  their  maturity  dates. 

The  estimated  fair  values  of  the  Company’s  financial  instruments  are  as  follows: 

February  3,  1996  January  28,  1995 

Carrying  Fair  Carrying  Fair 

Amount  Value  Amount  Value 

(millions) 

$  172.5  $  172.5  $  206.5  $  206.5 

415.1  422.3  408.1  406.1 

30.4  30.4  43.0  52.4 

5,551.1  5,747.3  4,499.7  4,518.5 

15.8  0.8  24.0  19.5 

—  (30.9)  —  (20.5) 
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The  estimated  fair  values  and  related  unrecognized  loss  of  the  Company’s  interest  rate  cap  and  swap 
agreements  are  as  follows: 


February  3,  1996 _ _  January  28,  1995 


Carrying 

Fair 

Unrecognized 

Carrying 

Fair 

Unrecognized 

Amount 

Rate 

Term 

Value 

Value  ,. 

Gain  (loss) 

Value,: 

Value 

Gain  (loss) 

(millions) 

Interest  Rate  Caps: 

$  500.0 

8% 

12/15/94  to  12/15/97 

$  4.7 

0.1 

(4.6) 

$  7.3 

$  6.1 

$  (2.1) 

$  900.0 

7%' 

12/15/94  to  12/15/95 

8% 

12/15/95  to  12/15/96 

9% 

12/15/96  to  12/15/97 

7.8  ’ 

0.1 

(7-7) 

$11.9 

$10.3 

$  (1-6) 

$  375.0 

10%  . 

02/03/95  to  01/03/01 

3.0 

0.4 

(2.6) 

4.5 

2.7 

(1.8) 

$  38.5 

11% 

01/20/95  to  03/15/98 

0.1 

0.1 

- 

0.1 

0.1-. 

— 

$  38.5 

11% 

01/20/95  to  03/15/00 

0.2 

0.1 

(0.1) 

0:2 

0.3 

0.1 

Interest  Rate  Swaps; 

$  352.0 

9.944% 

$176.0  to  573/97  and 

$176.0  to  5/3/98 

'  — 

(29.9) 

(29.9) 

— 

(20.5) 

(20.5) 

$  100.0: 

5.3275% 

.  1/9/96  to  1/9/98 

— 

(0.5) 

(0.5) 

— 

- 

$  100.0 

5.2625% 

1/23/96  to  1/25/99 

-  . 

(0.2) 

(0.2) 

— 

■' "  — 

— 

$  100.0 

5.225% 

1/18/96  to  1/18/98 

:  — 

(0-3) 

(0-3) 

— 

— 

— 

The  interest  rate  cap  agreements  in  effect  at  February  3,  1996  are  used  to  hedge  interest  rate  risk  related 
to  variable  rate  indebtedness  under  the  Company’s  bank  credit  facility  and  receivables  backed  commercial 
paper  program  and  certain  asset-backed  certificates.  These  interest  rate' cap  agreements  are  recorded  at  cost 
and  are  amortized  on  a  straight-line  basis  over  the  life  of  the  cap. 

The  interest. rate  swap  agreements  described  in  the  foregoing  table  relate  to  the  note,  monetization  and 
bank  credit  facilities.  The  note  monetization  facility  bears  interest  based  on  LIBOR,,  subject  to  certain 
adjustments.  The  interest  rate  swap  agreement  for  the  note = monetization  facility  converts  this  variable  rate 
debt  (LIBOR  plus  0.40%)  to  a  fixed  rate  of  1 0.344%  (9.944%  fixed  rate  plus  0.40%).  The  trust  that  is  the 
borrower  under  the  note  monetization  facility  receives  fixed-rate  interest  on  the  promissory  note  constituting 
such  trust’s  principal  asset.  The  other  interest  rate  'swap  agreements  .are  used  to,  in  effect,  fix  the  interest  on  a 
portion  of  the  debt  outstanding  under  the  bank  credit  facilities. 

Commitments  to  extend  credit  under  revolving  agreements  relate  primarily  to  the  aggregate  unused  credit 
limits  and.  unused  lines  of  credit  for  the  Company’s  credit  plans.  These  commitments  generally  can  be 
terminated  at  the  option  of  the  Company.  It  is  unlikely  the  total,  commitment  amount  will  represent  future 
cash  requirements.  The  Company  evaluates:  each  customer’s  creditworthiness  on  a  case-byrcase  basis. 

.  Financial  instruments  which  potentially  subject  the  Company  to  concentrations  of  credit  risk  consist 
principally  of  temporary  cash  investments  and  trade'  receivables;  The  Company  places  its  temporary  cash 
investments  in  what  it  believes  to  be  high  credit  quality' financial  instruments.  Credit  risk  with' respect  to  trade 
receivables  is  concentrated  in  the  geographic  regions  in  which  the  Company  operates  stores.  Such  concentra- 
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tions,  however,  are  considered  to  be  limited  due  to  the  Company’s  large  number  of  customers  and  their 
dispersion  across  many  regions. 


1$.  Quarterly  Results  (unaudited) 

Unaudited  quarterly  results  for  the  53  weeks  ended  February  3,  1996  and  the  52  weeks  ended  January  28, 
1995,  were  as  follows: 

First  Second  Third  Fourth 

Quarter  Quarter  Quarter  Quarter 

(millions,  except  per  share  data) 

53  Weeks  Ended  February  3,  1996: 


Net  sales . . .  $2,988.0  $3,047.2  $3,748.4  $5,264.9 

Operating  income . . .  10.8  1.8  105.0  545.3 

Net  income  (loss) . . .  $  (57.0)  -  $  (66.9)  $  (46.4)  $  244.9 

Earnings  (Loss)  per  share .  $  (.31)  $  (.37)  $  (.24)  $  1.21 

Fully  diluted  earnings  (loss)  per  share .  (.31)  (.36)  (.23)  1.15 

52  Weeks  Ended  Januaiy  28,  1995: 

Net  sales.... . .  $1,653.6  $1,596.1  $1,926.8  $3,139.4 

Operating  income . . . . .  103.4  59.0  ..  129.3:  257.8 

Net  income . . : . .  $  32.2  $  3.8  $  44.3  $  107.3 

Earnings  per  share . . .  $  .25  $  .03  $  .35  $  .71 

Fully  diluted  earnings  per  share . .  .25  .03  .35  .  .68 


19.  Legal  Proceedings 

The  Macy’s  POR  was  confirmed  by  the  United  States.  Bankruptcy  Court  for  the  Southern  District  of 
New  York  (the  “New  York  Bankruptcy  Court”)  on  December  8,  1994.  Notwithstanding  the  confirmation  and 
effectiveness  of  the  Macy’s  POR,  the  New  York  Bankruptcy  Court  continues  to  have  jurisdiction  to,  among 
other  things,  resolve  disputed  prepetition  claims  against  the  Macy’s  Debtors,  resolve  matters  related  to  the 
assumption,  assumption  and  assignment,  or  rejection  of  executory  contracts  pursuant  to  the  Macy’s  POR,  and 
to  resolve  other  matters  that  may  arise  in  connection  with  or  relate  to  the  Macy’s  POR.  Except  as  described 
below,  provision  was  made  under  the  Macy’s  POR  in  respect  of  all  prepetition  liabilities  of  the  Macy’s 
Debtors. 

Certain  claims  or  portions  thereof  (collectively,  the  “Cash  Payment  Claims”)  against  the  Macy’s 
Debtors,  which,  to  the  extent  allowed  by  the  New  York  Bankruptcy  Court,  will  be  paid  in  cash  pursuant  to  the 
Macy’s  POR  are  currently  disputed  by  the  Company.  The  aggregate  amount  of  disputed  Cash  Payment 
Claims  ultimately  allowed  by  the  New  York  Bankruptcy  Court  may  be  more  or  less  than:  the  estimated 
allowed  amount  thereof.  The  aggregate  face  amount  of  disputed  Cash  Payment  Claims  was  approximately 
$293.6  million,  while  the  estimated  allowed  amount  thereof  was  approximately  $217.8  million.  Although  there1 
can  be  no  assurance  with  respect  thereto,  management  believes  that  the  actual  allowed  amount  of  disputed 
Cash  Payment  Claims  will  not  exceed  the  estimated  allowed  amount  thereof. 

The  Company  and  its  subsidiaries  are  also  involved  in  various  legal  proceedings  incidental  to  the  normal 
course  of  their  business.  Management;  does  not  expect  that  any  of  such  proceedings  will  have  a  material 
adverse  effect  on  the  Company’s  results  of  operations  and  financial  position. 
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FEDERATED  DEPARTMENT  STORES,  INC. 

EXHIBIT  OF  PRIMARY  AND  FULLY  DILUTED  EARNINGS  PER  SHARE 
(thousands,  except  per  share  data) 

S3  Weeks  Ended  52  Weeks  Ended 

_ February  3,  1996 _  January  28,  1995 

Shares  Income  Shares  Income 

Net  income  and  average  number  of 

shares  outstanding .  191,503  $74,553  132,862  $187,616 

Earnings  per  share . .  $0.39  $1.41 

Primary  Computation: 

Average  number  of  common 
share  equivalents: 

Shares  to  be  issued  to  the  U.S. 

Treasury . . .  81  122 

Deferred  compensation  plan  . . .  164  74 

Warrants . .  383  — 

Stock  options  . .  926  217 

Adjusted  number  of  common 
and  common  equivalent 
shares  outstanding  and 

adjusted  net  income .  193,057  $74,553  133,275  $187,616 

Primary  earnings  per  share  . .  $0.39  $1.41 

Fully  Diluted  Computation: 

Additional  adjustments  to  a  fully 
diluted  basis: 

Convertible  notes .  10,239  2,798  8,564  10,531 

Warrants .  166  — 

Stock  options .  113  * _  _ —  _ 

Adjusted  number  of  shares 
outstanding  and  net 
income  on  a  fully  diluted 

basis .  203,575  $77,351  .  141,839  $198,147 

Fully  diluted  earnings  per 

share  .  $0.38  $1.40 
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Board  of  Directors 


Seated  (L  to  R):  Allen  Questrom,  James 

;  M.  Zimmerman 

Second  row  <L  to  R):  Laurence  A.  Tisch, 

Lyle  Everingham,  Gertrude  G.  Michelson,  Meyer  Feldberg,  Paul  W.  Van  Orden 

Third  row  (L  to  R):  Mama  C.  Whittington,  George  V.  Grune,  Ronald  W.  Tysoe, 

Earl  C.  Craves,  Sr.,  Joseph  Neubauer 

ROBERT  A.  CHARPIE 

GEORGE  V.  GRUME 

RONALD  W.  TYSOE 

Chairman 

Chairman 

Vice  Chairman  & 

Ampersand  Ventures 

DeWitt  Wallace-Reader's 

Chief  Financial  Officer 

Digest  Fund 

Federated  Department  Stores,  Inc. 

LYLE  EVERINGHAM 

Lila  Wallace-Reader's 

Farmer  Chairman  & 

Digest  Fund 

PAUL  W.  VAN  ORDEN 

Chief  Executive  Officer 

Executive  in  Residence 

The  Kroger  Company 

GERTRUDE  G.  MICHELSON 

Columbia  University 

Director 

Graduate  School  of  Business 

MEYER  FELDBERG 

Federated  Department  Stores,  Inc. 

Dean 

KARL  M.  VON  DER  HEYDEN 

Columbia  Business  School 

JOSEPH  NEUBAUER 

Affiliated  with 

Columbia  University 

Chairman  8  Chief  Executive  Officer 
ARAMARK  Corporation 

The  Clipper  Group 

EARL  G.  GRAVES,  SR. 

MARNA  C.  WHITTINGTON 

Chairman  8  Chief  Executive  Officer 

ALLEN  QUESTROM 

Partner 

Earl  G,  Craves,  Ltd. 

Chairman  &  Chief  Executive  Officer 
Federated  Department  Stores,  Inc. 

Miller,  Anderson  a  Sherrerd,  LLP 

JAMES  M,  ZIMMERMAN 

LAURENCE  A.  TJSCH 

President  a  Chief  Operaiing  Officer 
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Co-Chairman  8 

Co-Chief  Executive  Officer 

Loews  Corporation 

Federated  Department  Stores,  Inc. 
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o  Environmental  Report 


preserving  a  healthy  environment  for 
future  generations.  Federated  uses 
recycled  paper  and  soy  ink  in  the 
production  of  its  annual  report.  By 
using  Mead  Paper's  Sig*NftTURE"R  stock. 
Federated's  1995  Annual  Report  is 
estimated  to  have  saved: 


*  45  trees  @  1 000  Jbs.  each 


•  27  pounds  of  air  emissions 

•  384  cubic  feet  of  landfill  space 

•  320,756  gallons  of  water 


*  17,931  kilowatts  of  energy 


Federated 

DEPARTMENT  STORES,  INC 

7  West  Seventh  Street 
Cincinnati,  Ohio  45202 
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